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Why you can make thes 


These are a few svmbols of nature’s great building blocks 

carbon. hydrogen. oxygen. nitrogen. chlorine. They seem 
inexhaustible in their abundance. By working with them... 
in ever new combinations ... chemical science is bringing 
better health to million 

Facing an operation? Perhaps vour surgeon will use 
divinyl ether, an improved general anesthetic made from 
dichlorethy! ether. Do you ever take aspirin? The present 
low price of this pain alleviator is possible because acetic 
anhydride used for making aspirin is produced economi- 
cally by synthesis. Going to the dentist? He may give you 
*Vovocain™ anesthetic to avoid pain. Diethvlethanolamine 
is one of the important raw materials for making this anes- 
thetic. In fact. more than 50 synthetic organic chemicals 
are regularly used to make pharma euticals. 

Thus synthetic organic chemistry, complementing the 


field of phar macoloey. is helping to extend life...to combat 





spell health 


health menaces...to alleviate pain. Constant research. key- 
ing in with the work of others in many fields, can be counted 
on to produce other great developments in the futur 

The people of Union Carbide produce these and many 
other basic materials essential to the manufacture of phar- 


maceuticals, They also produce hundreds of other material 


for the use of science and industry. thus helping maintain 


Imerica’s leadership in meeting the needs of mani, 


FREE: ) ou are invited to send for the new illus- 
trated booklet, ** Products and Processes.” which 
shows how sctence and industry use bl CC's 


{llovs, Chemicals, Carbons, Gases and Plastics. 
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The time is come to wish good cheer — 
In spite of all the news we hear! 
So—friends from Sweden to Ceylon, 
We’d like to send this message on! 


Merry Christmas, every business man 
In Cape Town, Calgary, Spokane! 
To Mexico City, felices Pascuas — 
And many of ’em to Caracas! 


May offices in Oslo, Norway, atv 
OO 


Enjoy an all-out holiday! 
Likewise Sio Paulo and St. Paul — 
A happy New Year to you all! 





We hope that peace will soon extend 
From Rangoon to Rio and round again— 
And that every firm and industry 

Will bloom with real prosperity! 


Accordingly, we'll toast a cup 
To production —may the figures “up”! 
May New Delhi, Newcastle, New Orleans 


Ring new records on our machines! 


A toast, as well, to Cardiff (Wales) — 
Here’s to a healthy gain in sales! 

Same to Ottawa (Ont.) and Omaha— 
Whceling — Worcester — Wichita! 

















REG. U.S. PAT. OFF. 


Made only by Felt & Tarrant Manufacturing Co., Chicago, and sold ex- 
clusively by its Comptometer Division, 1726 N. Paulina St., Chicago 22, Ill. 





May your annual statements, Syracuse, 
Be everything that you would choose! 
May your balances balance to the sou, 
Paris — San lI'rancisco — Honolulu! 






Could we forget to tip the noggin 
To our good friends in Copenhagen? 
Or Cleveland, Cawnpore, Coventry, 
Sioux City, Stockholm, and Sydney? 


Also Belfast, Brussels, Birmingham — 
(In England or in Alabam’)! 

And Peoria, Porto Alegre, Perth — 
Flint and Florence and Ft. Worth! 


All—from Akron (A) to Zurich (Z) 
We'd toast and wish the best to ye! 
But we're running low on this libation— 
And we’ve still one special salutation! 


It goes across the whole world, too, 
Where e’er there’s figure-work to do- 
To the Anns and Hans, Jacques and Jeans 
Who man Comptometer machines! 









Gracias, fellows, for a job well done, 
You—and you—and everyone! 

And to the girls—before we go— 

A kiss beneath the mistletoc! * | 


PS. The places mentioned above are but a few of the 1 50 cities across the world where there are Comptometer schools and offices. 











News within the News 





MYSTERIES OF THE ELECTION—The last 30 days of the campaign were vital. Ig- 
noring those last trends was the big mistake of observers, says Roy A. Roberts, 
president of the Kansas City Star. Interviewed by U.S. News & World Report, 


CHIMA’S BIG CRISIS..........0000000-0+: 
Chiang Kai-shek, long considered the 
strong man of a weak nation, faces the 
biggest crisis of his career. Confidence in 
Chiang is sagging. The United States 
still wants to stop Communist advances 
in Asia, but fears a huge waste of dollars. 
Odds are slightly in favor of more aid, 
but China’s leaders will have to toe a 
line drawn by U. S. experts. 


AFGHAN ‘COLD WAR’................P. 14 
Even in remotest Asia the “cold war” 
penetrates. U.S. diplomats, bankers and 
engineers are busy. But it is not likely that 
Afghanistan can be kept out of the Soviet 
orbit in case of trouble. Russia is too close, 
U. S. too far away. 





A MEW-TYPE NAVY?..................P. 16 
Submarines are turning out to be the big 
threat to U. S. defenses. The Navy might 
have difficulty in keeping: open vital sea 
lanes in another war, Search now is for 
antisubmarine vessels and devices to stop 
the “schnorkel.” Result may be an entire- 
ly new type of U.S. Navy. 


TS BY PAAN........scccccscecsvscecs P. 18 
Did federal workers swing the election? 
Experts began to wonder when they dis- 
covered that 7,752 Democratic ballots 
went to Ohio from Washington, D.C. 
President Truman won Ohio by 6,817 
votes. But there are other angles. This 
article analyzes the absentee-vote situa- 
tion. 


POGTAL-RATE RISE..........:0000000005002: P. 20 
Uncle Sam’s mailmen, trained to push 
through snow and hail, still are unable to 
conquer the red ink on the Post Office 
ledgers. Coming rise of postal rates will 
not wipe out the deficit. 


he tells what he thinks has been learned about voters...................06+- scedidinn eA 





TITO LOSING INFLUENCE............P. 22 
Yugoslavia is finding itself under in- 
creasing pressure from Soviet satellites. 
On the other hand, Western nations offer 
little aid. Tito finds himself alone in a 
“cold war” world. 


BRAZIL'S INDUSTRIAL DRIVE.......... P. 24 
A successful steel plant raises hopes in 
Brazil that the traditional “coffee econ- 
omy” can be superseded. More capital is 
needed. U.S. investors are invited in. 
Aim is for more power, better transporta- 
tion, larger factories. 


LUMGER-COST DROP..................+5 P. 26 
Reaction to the boom in lumber is set- 
ting in. Supply is overtaking demand. 
Buyers are choosy. Prices are weakening. 
Lumber is an example of what happens 
to an industry when the boom turns down. 


AND ONVOTHER:. «.cccciccccecccessessec PAGES: 
Niarcha doe UNG WS ss cscccecescessitsesvosncoosesacescees 4 
Tomorrow: A Look Ahead...............0006 ff 
Won OUaniisjececetcceteacesssssveccescserecosexeoss S27 
Pictogram: 


Spending for Education in U.S 
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New Sources for Raw Materials............ 40 
Plus and Minus: ; 

Indicators of Business Activity........ 43 
Labor Week ......... Sackavsislpeesnaseecdscscteitis te 


We've Been Asked: 

About Rental-Project Aid........... ines 
Trend Ole Busiess..ccccssssieesucesssccsssasecsvend 49 
News-Lines for Businessmen...............+ 
PUN ANCE WOOK 0s csasccsdessscessseteevcesseteatlet 
World Commerce-Industry .... 
Life Around the World 
NE i icisicsnnernesinssnanne sasssavecsvcieiten 60 
COVER: Senator Scott W. Lucas. See People 

of the Week, page 38. (Photograph from 
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We expected this... 


OUR TELEPHONE must take hard 
knocks as they come—and go on 
working. 
To make sure it can, we test samples 
of each day’s production and put 
telephones through the equivalent of 





1882. But telephones themselves are 
only about 6% of the equipment used 
in your service. 

The other 94% includes wire, cable, 
switchboards, trucks, poles, crossarms, 
tools, office equipment. With the 






















Not just once, but from 16 dif- 
ferent positions, we drop sample 
telephones from desk-top height 
onto a hardwood surface. 





] : . . - . ° 
Mer years of service in a few hours or days. | exception of buildings, we make or 
7 For example: we drop handsets into supply almost everything Bell tele- 
| their cradles 22,000 times—equal to phone people use—and test it with 
4 years’ normal use. We even check utmost Care. 
‘ their feet to be certain they won’t Guarding the quality of things used 
scratch your table. in your Bell telephone service is one —¥. age eee 
ry ¥. ; : This machine spins dials 40,000 
Here at Western Electric, we’ve way that Western Electric helps to times a day—day after day— 
|} been making Bell telephones since make it the world’s best. to make them prove they're good 
oti | for at least 500,000 twirls. 
10 
| MANUFACTURER PURCHASER DISTRIBUTOR INSTALLER 
Ohio of telephone apparatus for of supplies for Bell of Bell telephone appara- of Bell System central 
| the Bell System. Telephone companies. tus and supplies. office equipment. 
itorial ® 
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NEW 


A. B. DICK 410 
MIMEOGRAPH 


WITH A 


EW 


LOW PRICE 





Bulletins 
Menus 
Advertising 


Notices 
Lessons 
Letters 


—and other written, typed and 
drawn material duplicated 
quickly and economically. A real 
A. B. Dick mimeograph at a 
new low price. 


FULL-SIZE 
DUPLICATING AREA. 


For use with all makes of 
suitable stencil duplicating 
products. See this new 
mimeograph at your nearest 
A. B. Dick representative— 
listed in the phone book—or 
write for information. A. B. 
Dick Company, 720 West 
Jackson Boulevard, Chicago 6, 
Illinois. The Mimeograph 
Company, Ltd., Toronto, 
Canada. 


A. B. DICK 
i 


the oldest name 
in mimeographing 














President Truman was back at his 
hard-working job and, like many a 
humbler citizen, walking to work each 
day—except that it’s little more than 
across the street. There were meetings 
with Cabinet members and other top 
aides. At most of these the President did 
much of the talking. But he listened when 
Secretary of State George C. Marshall 
gave him an up-to-the-minute report on 
world affairs. 

Anti-inflation planning was started 
by Mr. Truman when he named a group 
of Cabinet members, under the leader- 
ship of Dr. Edwin G. Nourse, Chairman 
of his Council of Economic Advisers, 
to look the economy over and come 
up with recommendations to be sent 
to Congress in January. Indications were 
that the final result would be similar 
to the anti-inflation proposals previous- 
ly submitted to Congress. More top men, 
Labor Secretary Maurice J. Tobin, Agri- 
culture Secretary Charles F. Brannan, 
Housing Administrator Raymond M. 
Foley and others, were busy with plans 
to implement Mr. Truman’s campaign 
pledges. 

Six turkeys arrived for the presidential 
Thanksgiving dinner, all gifts. Snowed 
under by 50,000 letters and 10,000 tele- 
grams of election congratulation, Mr. 
Truman asked press and radio to help 
him acknowledge them. The President 
had one conference with a Dixiecrat, 
Senator Allen J. Ellender, of Louisiana, 
who supported Governor Strom Thur- 
mond. They talked, not about civil rights, 
but about the proposed New Orleans 
Ship Canal. Mr. Truman also took time 
from his busy schedule to pay a personal 
visit to an old friend of Senate days, 
Warren R. Austin, chief American dele- 
gate to the United Nations, ill at Walter 
Reed Hospital. 

Living at the Blair House while the 
White House is under repair, the Presi- 
dent went to and from his office afoot. 
(Pictures on page 39.) At the only in- 
tersection en route, Mr. Truman got an 
unusual service—the traffic lights turned 
red in both directions. 


Representative Adolph J. Sabath, 
82-year-old dean of the House and chair- 
man of its all-important Rules Com- 
mittee, insisted that enough Truman 
Democrats be added to the Committee 
membership to make sure that Republi- 
cans and Democratic conservatives can- 
not block the liberal bills President 
Truman wants passed. 


Senator J. Howard McGrath, Chair- 
man of the Democratic National Com- 
mittee, said party leaders were “trying 
to find some Democratic experts” to 
form the staffs of the various congres- 


The March of the News 


’ Berlin’s Chief of Police. 





sional committees. The staff “exper 
now holding the jobs were appointed }j 
the Republicans of the 80th Congress 


Vice President-elect Barkley slip), 
away to his home in Paducah, Ky,, wij 
few noticing, to celebrate his 71st bin 
day with a little rest and spend a quid 
Thanksgiving there the next day, 


William Green was elected to his 54 
term as president of the American Fede, 
ation of Labor, at the AFL’s conventiq, 
AFL leaders are planning to ask thy 
President Truman’s assistant, John } 
Steelman, be relieved of duties as a laby 
trouble shooter and that all jurisdictiy 
over labor matters be given to Secretar 
Tobin. 


In Berlin, the Russians found sone. 
thing new to censor. It is the new Berl 
telephone directory. Within the Russia 
zone its use was banned and copies wer 
confiscated because the volume does ni 
list the man of the Russians’ choice x 


General Lucius D. Clay, America 
military governor in Germany, said the 
Russians had failed in an effort to “ey. 
ploit labor unrest in Western Germany. 
He also asserted the blockade of Berli 
is costing Russia millions of marks’ wort! 
of products that otherwise would le 
shipped into the Soviet zone from th 
Western sectors. 


House workmen tured out a store 0! 
new gavels, ready for the new session « 
Congress. It takes a lot of heavy pound. 
ing to keep the House in order, ani 
gavels are broken with frequency. 


-Acme 
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GETTING READY FOR CONGRESS 
... it takes a lot of pounding 
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— ARE MOODS a man has he 
can’t explain to his wife. 

He can’t tell her how close you get 
to people who work with you...how 
responsible you feel toward them... 
how proud you are to realize that so 
many families are counting on your 


ability and good will. 












Nor can he tell her quite what it’s 
like to walk up to a door where a 











Lhe moods your uife 
| cant always understand... 


wreath hangs in memory of a man 
who’s worked beside you...and have 
more than your hat in your hand. 


No...you don’t feel happy about 
it...but you do feel you’ve been more 
than just a boss when you hand the 
widow a substantial check. 


A check that’s not a gift (for no~ 


one likes charity), but a check for 
Employee Life Insurance —a benefit 


created by your thoughtfulness. 


A man can go home to his wife 
after that, feeling right—in a way he 
could never explain. She’d under- 
stand the human kindness of it...but 
maybe not the sense of fitness, the 
feeling that he’s bee. the right kind 
of boss. 

For men with such problems, Em- 
ployee Life Insurance was created. It 


gives benefits suntlar to Group Life. 


























It doesn’t cost much—as little as $8 





per employee per year—and it pays 
for itself many times over in employee 
loyalty and in easing the hard duties 
of an employer. 

The Travelers has been a pioneer 
in Employee Life Insurance and has 








more policies in force than any other 
company. We suggest you talk to a 
Travelers agent or broker about Em- 
ployee Life or (if you employ more 
than 25 people) Group Life Insurance. 


On ALL forms of 
employee insurance 


you will be well served 


by THE TRAVELERS 


The Travelers Insurance Company, The Trav- 
elers Indemnity Company, The Travelers Fire 
Insurance Company, The Charter Oak Fire 
Insurance Company, Hartford, Connecticut. 
Serving the insurance public in the United 
States since 1864 and in Canada since 1865. 








the man 

The tree an 
wrapped gi 
things We oy 








il 


or 
yb. 


ON 









Written for the issue of December 3, 1948, Volume XXV—No. 23 
U.S. NEWS & WORLD REPORT 














a 
FROM THE Te | A 
anon omorrow pe 



























































24th and N Streets, N.W. 


Newse@reim Washington, D. C. 


Reg. U.S. Pat. Off. 


Mr. Truman in a new term is to continue about as in years gone by; is to 
follow the line he has followed. This time, though, Congress may go along. 

As for the President himself, this much seems clear: 

A sharp left swing is not intended. There's to be the same mixture of plans 
to check inflation and plans to spend a lot more money. - But there is no new 
idea that businessmen should be put through the wringer for the fun of it. 

Grudges aren't being carried over from pre-election days. Mr. Truman 
finds it hard to stay angry for any length of time. He's forgiving. 

Old-timers in the Truman Cabinet and kitchen cabinet are being asked to 
stay on. Bright young men aren't being asked to take over at the White House 
with plans for a grandiose New Deal of a different sort. The plans Congress is 
going to get are warmed-over plans, not newfangled ones just thought up. 

Men from Wall Street are being asked in many cases to stay, along with men 
from farm belt and from labor unions. There is no design to narrow the base of 
the Administration, or to turn it sharply in any particular direction. 

The President is known to feel that he owes somewhat less to leaders of 
labor than some of those leaders are inclined to claim. There is a political 
debt to pay, but the debt isn't as big as the electoral vote suggests. Labor put 
its emphasis on congressional elections, helping Mr. Truman indirectly, rather 
than vice versa. In Illinois, Mr. Truman won by less than 40,000 while a Senator 
was elected by nearly 500,000. Mr. Truman lost Michigan and he lost Pennsyl- 
vania, while a big gain was being made by other Democrats. This tends to give 
the President a feeling that he may not be so deeply indebted. 








Mr. Truman, on his own in a job to which he was elected, still is to be much 
the same Mr. Truman who has been operating as inheritor of the job. 

In a new term, as in an old, it still is to be difficult to stay keyed up, 
to maintain a crusading zeal, or to run things more smoothly. 

The White House is to continue to run in a loose sort of way, with only an 
indirect control over most Government operations. Mr. Truman lacks machinery 
with which to run a tight Administration. He's inclined to let others do the 
running of most things anyway, to delegate most jobs for others to do. 

Cabinet officers, others will continue to run their own shows, making an 
occasional report to the President. It's when things go wrong, if they do, that 
the White House finds out in detail what is going on. 

Congress, too, will incline to go its own way after hearing the views of 
the White House. Congress, however, has read the election returns and will be 
in a mood to do some of the things Mr. Truman wants done, especially the things 
that call for a larger use of Government funds. 

Mr. Truman isn't to be the big boss any more than he has been. He's to en- 
joy more prestige. His views will get more response in Congress because they 
were vote-getting views for those who won. But the President is not good at 
cracking down on others. He tends to be kindly rather than hard-boiled, to 
coast rather than to drive, to hope for the best instead of prepare for the 
worst. So what's ahead really isn't the old-time New Deal, although it may look 
and sound somewhat like the New Deal of the early Roosevelt days. 















(over) 
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NEWSGRAM--TOMORROW-- (Continued) 


What to look for in months ahead probably is this: 

Spending? Yes. Lots of it. At least $44,000,000,000 for.the year that 
starts next July 1, or $2,000,000,000 morethan now. Maybe $46,000.000,00 

More taxes? Probably. Excess=-profits tax? Probably not. Mr. Truman is 
likely to ask it, but Congress is wary. Higher individual taxes? Doubtful. 
Split income stays. Higher rates on upper incomes won't yield much. Higher 
taxes on corporations? That is likely. Maybe a 45 per cent rate, possibly as 
much as 50 per cent, but that, too, is doubtful. Estate taxes? They're being 
looked over carefully. Higher rates, end of community-property principle are 
things to look for. Pay-roll taxes? No big increase is likely. 

A deficit instead of big tax increase? That is a distinct possibility. 
Congress will take the medicine of a tax rise very reluctantly. It talks now 
of an excess-profits tax, because that sounds easy, but it's not easy to fig- 
ure out a tax that will be fair and practical in peacetime. 




















Price controls? They are very doubtful. An OPA isn't thought of. Price 
posting, public hearings before price rises might be tried, but it's doubtful. 

Rationing? Not a chance. Farm interests oppose. 

Allocations for steel, copper, tin, cement? Possible, but not probable on 
a formal basis. Voluntary allocations may be broadened, instead. 

Antitrust prosecution? That's to be stepped up. Delivered prices? It is 
doubtful if Congress will change antitrust laws to give specific approval to 
prices quoted on a delivered instead of f.o.b. basis. 

Public housing? It's coming, apparently. Social security? There will be 
more of that. Minimum wages? They're going up, maybe to 75 cents an hour. 

A big point is, however, that Congress is not automatically to follow any 
White House bidding. It was in 1936 that the White House last dominated the 
writing of a tax law. Congress has its own idea on taxes, ard that idea is more 
orthodox than the White House idea. It's much the same on iaws designed to reg- 
ulate business. Congress goes slowly. Spending is something else again. Big 
spending always has an appeal to many members of Congress. 























The dim view of the outlook taken by investors isn't shared by planners in 
the Government. Their idea is that the stock market is not important. 

A sick stock market, in fact, is regarded with official satisfaction as an 
evidence that anti-inflation moves by Government have had some effect. The ar- 
gument is that, if a bull market had gone along with the boom, inflation then 
really would have been something to see. A bear market is viewed with pride. 

Idea that common-stock prices are related to prospective business trends is 
regarded by the Government's planners as old-fashioned, not related to the 
change that has occurred. There is a tendency to diScount industry's need for 
equity capital when it can use retained earnings and bank loans to finance its 
capital needs. If those needs rise, Government can step in with loans. 

Official view is that there is more inflation ahead, not heavy deflation. 








It's taking pre-Christmas sales to spur lagging retail trade. 

Industry is tending to go slowly with new expansion plans, to take another 
look around before leaping in the face of possible tax increases. 

Labor unions are getting set to cash in on their political victory. At 
some point, rising wages are to result in layoffs and unemployment. 








To help the busy reader follow important trends, we extend the 
Newsgram through the magazine by means of brief paragraphs in larger type 
at the head of each article. Thus we are able to give in Newsgram form 
additional coverage of essential news. -- The Editors 
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YESTERDAY 


Army’s first multi-engine 
bomber, the MB, was built ; 
by Martin in 1918. So ad- 
vanced was the design that it 
remained the Army standard 
until the mid-twenties. With 
these Martin bombers in 1921, 
General “ Billy’’ Mitchell sank 
the captured German battle- 
ship Ostfriesland, proving the 
potency of airpower. 
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Ten years ahead of the planes it 
replaces... the great, new Mar- 
tin 2-0-2 . . . 100 m.p.h. faster 
than present twin-engine trans- 
ports... to gain time, time, time 
for business or pleasure. Its big, 
roomy cabin has seats with built- 
in pillows, extra-large non-fog- 
ging windows, modern heating 
and ventilating. Its heated ice- 
free wings and tail surfaces and 
rubber fuel tanks add the latest 
in dependability. And this sensa- 
tional Martin 2-0-2 brings high- 


1929 Xs . 


1934 













speed luxury service to all cities, 
large and small, because it lands 
and takes off in the shortest 
distance of any postwar airliner. 


A new high in air service... 
yes! But cut to the pattern of 
constantly pushing forward the 
frontiers of aviation! In 1922, 
Martin built the first all-metal 
monoplane ... a giant stride 


o 





AIRCRAFT 


1931 FS Baitders of ‘Dependable eS Aircraft Since 1909 


AN INTERNATIONAL INSTITUTION 


TOMORROW 


Research is the key which un- 
locks the treasure houses of 
the future; the map which 
charts your living conditions 
years hence. And in many far- 
reaching fields—aircraft, rock- 
etry, plastics, electronics, tele- 
vision, helicopters— Martin 
research is building a better 
future for you. 
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A Look at Tomorrow..TODAY! 
The 202 Crliner... 


ANOTHER GREAT MARTIN PLANE! 


forward in dependability and 
safety. In 1934, the Martin 
Clipper flying boats took to the 
skies to make regular over-ocean 
transport a reality. In 1942, the 
mighty Martin Mars _ helped 
create new concepts of range and 
load-carrying capacity. Perform- 
ance in the past . . . promise for 
the future . . . count on Martin 
for better products, greater prog- 
ress, to make your life a far 
richer one! The Glenn L. Martin 
Company, Baltimore 3, Md. 


1937 


MANUFACTURERS OF: Marvinol resins (Martin Chemicals Division) 
e Martin 2-0-2 airliners ¢ Advanced military aircraft « 
Revolutionary rockets and missiles ° Aerial gun turrets . 
DEVELOPERS OF: Rotary wing aircraft (Martin Rotawings Division) 





e New type hydraulic automotive and aircraft brake * Mareng 


fuel tanks (licensed to U. S. Rubber Cd.) © Honeycomb construction 
material (licensed to U.S. Plywood Corp.) ¢ Stratovision aerial 
rebroadcasting (in conjunction with Westinghouse Electric Corp.) 
LEADERS IN RESEARCH to guard the peace and build better 
living in many far-reaching fields. 


“FLAK BAIT,” Devon Francis’ new book (Duell, Sloan & Pearce), is the thrilling story of the heroic men who flew and serviced 


Martin B-26 Marauders from the Southwest Pacific to Berlin. 


We are proud to be mentioned with these gallant men. 








The word gets around swiftly these days that 
Fairbanks-Morse Diesel Locomotives are worth watch- 
ing...as more and more are delivered for road and 


yard service. Fairbanks, Morse & Co., Chicago 5, III. 


When it comes to locomotives FAIRBANKS-MORSE 


L 0) A name worth remembering 


DIESEL LOCOMOTIVES » DIESEL ENGINES » PUMPS + SCALES * MOTORS + GENERATORS + STOKERS + RAILROAD MOTOR CARS and STANDPIPES * FARM EQUIPMENT MAGNETOS 
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Future of China’s Chiang Kai- 
shek is to be decided soon. 

Generalissimo, despite U. S. 
aid, is in deep trouble, unable to 
sop the Communists or check 
chaos behind the lines. 

U.S., facing a major loss in 
Asia, is debating whether to 
prop him up with more aid or let 
him go, turn to someone else to 
fight the Communists. 


What to do about China’s Chiang 
‘Kai-shek is the $64 question that 
dominates secret debates under way 
over U.S. foreign policy. This is a de- 
bate at the top level. Its outcome is to 
affect military policy, tax policy, dip- 
lomatic policy. 

The question is whether to prop up 


Wide World 
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Prop China up or let it fall... 
DECEMBER 3, 1948 


Chiang with more U. S. aid or to let him 
fall. Prop him up, and the cost can be 
high in money and materials with no as- 
surance—on the basis of experience—that 
the money and materials will get any par- 
ticular result. Let him fall, and the cost 
can be high—the loss of China, maybe 
all of Asia as well, to Communist domi- 
nation. And if Chiang falls, there is no 
one in sight to take his place. 

Decision is difficult because top offi- 
cials in the U. S. have lost nearly all con- 
fidence in Nationalist China’s leader. 
Official fear in Washington is that the 
U.S. will commit itself to large-scale aid, 
based on promises of extensive reform in 
the way that aid is used, only to find that 
the promises are not kept; the aid either 
wasted or ending up as an actual gain 
to the Communists. Offsetting that fear 
is the nightmare Washington officials 
have when they think of the eventual 
cost to the U.S. if all Asia goes Com- 
munist. 

The odds are slightly on the side of 
a new and larger aid program for China. 
Such a program, if agreed upon, is to 
come on top of Marshall Plan aid for 
Europe, plus still another program of mil- 
itary lend-lease for Western Europe. Pres- 
sure of events in China is pushing the 
Truman Administration in that direction 
now. And some military and congressional 
voices, here and there, insist that the U. S. 
must either give China a lot more aid or 
write off all Asia as lost. 

A difference between present and fu- 
ture programs for China, however, is be- 
coming clear. The current pattern, in 
which the U.S. Treasury simply turns 
over to Chiang Kai-shek $125,000,000 
for military supplies, is not to be the pat- 
tern of the future. Future military aid, if 
and when the U.S. provides it, is to be 
directed and controlled by U.S. officials, 
perhaps by a military mission as in Greece. 

But what causes the Truman Adminis- 
tration to hesitate, even with complete 
U.S. controls, is the possibility that China 
might turn out to be just a bigger Greece, 
There is fear, privately expressed, that 
China might suck the U. S. in a good deal 
deeper, swapping paper promises of re- 
form for U.S. cash year after year in an 
endless process, 


STRICTER POLICY ON CHINA AHEAD: 
PRICE OF MORE AID—SUPERVISION 


Reported from NANKING and WASHINGTON 


In Greece, 25,000 Communist guer- 
rillas require the spending of millions of 
dollars a year, with little the U.S. can 
show for it so far. China’s 3,000,000 
Communists might easily call for the 
spending of billions. An over-all cost of 
$5,000,000,000 for a completed program 
of aid to China, as estimated by some 
members of the Truman Cabinet, might 
turn out to be low. 

But cost is only one uncertainty that 
impels President Truman and Secretary 
of State George C, Marshall to move 
slowly in launching a new program for 
China. Another uncertainty, just as 
difficult to measure, is Generalissimo 
Chiang Kai-shek. 

Chiang’s role is different now than 
it was before and during World War II. 
Men high in the U.S. Government— 
after spending $3,600,000,000 in aid to 
China since the start of the war—are be- 
ginning to question his right to the title of 
“China’s strong man.” A close inspection 
of his career is important to an under- 
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~—Robinson in the Indianapolis News 


‘ANOTHER ONE FOR JOE’ 





-U. S. Navy 


NATIONALIST TROOPS 
Is China just another Greece? 


standing of any future U. S. undertaking 
in China. 

Before the war, Chiang, a career 
soldier, fought on the side of Sun Yat- 
sen, founder of the Chinese Republic. 
He isolated the Communists in North 
China and led the Nationalist armies on 
a long campaign that broke the power of 
the Chinese warlords. He was credited 
with giving modern China its first uni- 
fied Government. 

During the war his prestige in the U. S. 
rose to great height. He and his wife 
symbolized the courageous resistance of 
a weak nation to a ruthless invader, 
Japan. American tours by Madame Chi- 
ang evoked tremendous demonstrations. 
She was accorded the protection of the 
Secret Service as she traveled about the 
country. Enthusiastic crowds packed ev- 
ery auditorium where she spoke. 

U.S. gold and silver, dollar loans and 
grants, aircraft, munitions and _techni- 
cians flowed into China in response to 
China’s cries for help. Reports that much 
of the help was being wasted were 
brushed aside in the urgency of war. 
Chiang was holding China together 
against tremendous odds. It was clear to 
U.S. experts that, without him, China 
would collapse. 

Since the war, things have gone from 
bad to worse for Chiang Kai-shek. Now 
his own situation, politically, is as des- 
perate as that of Nationalist China it- 
self. Although he still has strong and in- 
fluential defenders inside the U. S., other 
American leaders have about decided 
that he is not the man to lead China’s 
fight against the Communis.s. 

Chiang’s troubles seem to be clos- 
ing in from all sides. 

In the war against the Communists, 
his armies are losing. Americans are tak- 
ing a second look at what the U.S. aid 
program has purchased under Chiang’s 
present Government. The map on page 
13 shows why. 

In terms of the U.S., the Communist 
gains are as if an invading army, after 
lopping off much of Eastern Canada, had 
swept down through New England, into 
the Middle Atlantic States, and was con- 
centrating in Pennsylvania for a drive to 
Washington. 

In China, that gives the Communists 
about a quarter of the total area, a third 
of the population, more than half of the 
railroads, almost half of the highway mile- 
age, most of the producing coal, iron and 
steel industries. That leaves Chiang’s Na- 
tionalists with most of China’s land area— 
of which much is desert and mountain— 
most of China’s 470,000,000 people, but 
the smaller share of the resources. 

Efforts to have Chiang follow U.S. 
military advice before this situation de- 
veloped have not been successful. U. S.- 
trained armies frequently have been 





—, 


broken up, mixed in with raw recruits wh; 
did not know how to use American ary 
and wiped out by the Communists. U,s 
arms worth millions have been capture 
by—and in some cases sold to—the Com, 
munist armies. 

American advisers wanted Chiang ty 
put effective armies into the field to cam 
the war to the Communists. His generak 
instead, put troops on garrison duty jn 
Nationalist cities. The result has been thy 
the Communists overrun the countryside 
almost at will, winning over millions ¢ 
peasants, They wipe out Nationalist gy. 
risons in surprise raids or simply stare 
them into surrender, 

Against U.S. advice, Chiang sent hi 
own friends from South China to try t 
govern Manchuria. These men were th 
same as foreigners to the Manchurian; 
The Communists have been quick to cap. 
italize on local resentment against the 
Nationalist “invaders.” Chiang rejected 
suggestions that the other Allies help hin 
hold Manchuria, with troops if necessary. 
with the result that he has lost it. 

Now the Nationalist armies are shot 


through with disgust and despair. Troop § 


morale has dropped close to the vanish- 
ing point. Chiang’s soldiers—many of them 


conscripted to fight a war they dont f 


understand—are ill fed and get no pay 


that is worth anything. The complaint is f 
that the generals get the money and the 
soldiers get what is left. Generalship is 


often bad and frequently corrupt. 

Hospital care for the wounded is al- 
most nonexistent. Men shot down are 
left to die. Medical supplies, furnished by 
the U.S., often fail to reach the soldiers 
because of inadequate transportation. 

Communist troops, spurred on by 
promises of their leaders that the land 
will belong to them soon, appeal to 
Chiang’s landless and _ starving soldiers. 
Generals have surrendered whole divi- 
sions, complete with U.S. arms and 
equipment, apparently on the idea that 
it is better to join a winner than be killed 
by him. 

Behind the lines, chaos, which Cli- 
ang is unable to stop, is destroying the 
will to carry on the war. Food shortages 
are overcome only with the help of sup- 
plies coming in from the Economic Co- 
operation Administration. 

Chiang’s closest political allies have 
opposed making any concessions to the 
peasants or to efficiency in Government. 
The Generalissimo himself has criticized 
graft and inefficiency, but only slight 
changes have been made. Often he has 
lost the support of the few influential 
Chinese educated abroad and familiar 
with modern government methods. Some 
officials feel that Chiang’s loyalty to his 
old friends has, in a sense, made him 
their prisoner. 

Attempts to end runaway inflation are 
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failing simply because there are too many 
people and too much money against too 
little food and goods. Chiang finds him- 
self without effective administrators. Tax 
programs are meaningless, so far as the 
country at large is concerned. China’s 
budget is approaching a state of hopeless 
disorder. 

Although Chiang stili has many strong 
supporters in Washington, the feeling is 
growing in some circles that the Na- 
tionalist Government is hanging by a 
thread. Official consideration even has 
been given to by-passing Chiang in U. S. 
aid and sending help direct to the few 
generals who are able to carry on.a war 
against the Communists. Some of these 
generals, while fighting the rebels, are 
themselves opposed to the present Chiang 
Government. 

U.S. policy for the future is to be 
shaped against this background. Aid on 
the present scale has failed to keep China 
unified, failed to prevent chaos and Com- 
munist advances. The question now be- 
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ing asked is whether Chiang could do 
any better with another installment from 
the U.S., and, if not, who could do as 
well or better. 

American officials in China are con- 
vinced that propping up the country 
now is going to take a lot more than guns. 
China’s armies have to be given some- 
thing to fight for and China’s millions 
some hope for a better life to offset Com- 
munist guns and promises. If this idea 


Military aid, in a new program, is to 
be supervised by a U. S. military mission 
on the ground in China. American ad- 
visers will help to plan strategy and tac- 
tics and direct troop movements. In ef- 
fect, they will run the war against the 
Communists. 

Economic aid, if expanded, is to be 
accompanied by American experts who 
will boss its use. U.S. missions will di- 
rect China trade and try to get it going 
again, will tackle the problems of agri- 
culture, transportation and industry. They 


e 
Hankow 


Bifeig. 


eSucho ew York 


Nanking 
Washington 


© Shanghai 


Foochow 


Nationalist- - 
Held China 


Communist- 
> Held China 


© 1948, By U.S. News Pub. Corp. 


will have more to say about how much 
the Chinese Government spends and how 
it spends it. 

U.S. loans, in such a program, will 
be supervised by U.S. financial experts. 
They will decide how the money is to be 
spent. P 

This is the pattern of the U.S. pro- 
gram in Greece. U.S. aid goes into the 
war, but it also is used to build up trans- 
portation, direct trade, pump up the 
economy and try to get Greece on a solid 
footing generally. 

The same pattern, applied to China, 
will have to be on a much larger scale. 
U.S. direction will have to go deeper in 
Nanking than it does in Athens. Some of- 
ficials say Chiang is ready to accept aid on 
these terms, his plight has become so 
desperate. What the U. S. is being forced 
to decide now is whether Chiang himself 
can regain the confidence of the Chinese 
people and organize a Government ef- 
fective enough to make such a program 
pay off in a Communist defeat. 
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‘Cold War’ in Remotest Asia 


Reported from KABUL, AFGHANISTAN 


“Cold war’ is spreading out, 
creeping into faraway corners of 
the earth. U. S. stake in Afghan- 
istan shows what is happening. 

American hospitals, school- 
teachers, road builders are mov- 
ing in. Financial aid from U. S. 
is being considered. 

Idea is to check Russian influ- 
ence in one of the few areas on 
the Soviet borders still free of 
Communist control. 


An American traveler in remote Af- 
ghanistan quickly becomes impressed 
with one thing: Outwardly, Afghanis- 
tan is a land of veiled and robed 
women, of mountain tribesmen and of 
camel trains—but the “cold war” is 
here, too. Even this isolated and prim- 
itive little nation, half of whose people 
are nomads, is caught up in the cross- 
currents of East-West rivalry between 
Russia and the U. S. 

U.S. diplomats, comparative newcom- 
ers to this part of the world, are working 
full time to build up Afghanistan and 
keep it out of the Russian camp. The Rus- 
sians are counting on geography to de- 
feat the American efforts. After all, 
Russia is just across the border and 
U.S. lies thousands of miles away. 

Afghanistan itself is among the 
world’s most inaccessible and back- 
ward countries. It is landlocked and 
has no railroad or air link with the 
outside world. There are no rail- 
roads or surfaced roads inside the 
country with the exception of one 
tiny strip of highway now being 
built by Americans, Most commerce 
is carried by camels. 

To get to Kabul, the capital of 
Afganistan, this correspondent trav- 
eled by plane from Karachi, the 
capital of Pakistan, to Peshawar, 
near the Northwest Frontier. There 
a group of Kabul-bound travelers 
hired a station wagon and set out 
across the desolate mountains, 

From Peshawar to the Afghan 
frontier the road is surfaced and 
relativ comfortable. It winds 
through the Khyber Pass, historic 


invasion route to India that is 
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studded with ancient forts built to guard 
the approaches to British India. Along 
the route one passes armed tribesmen 
and fortified villages. 

At the Afghan frontier, the surfaced 
road ends abruptly. From there to Kabul 
the road is dirt and gravel, climbing pre- 
cariously through the barren mountains. 
Travelers pass dozens of camel caravans, 
laden with grapes and other fruit for the 
Indian market. In some valleys the road 
is washed away during the rains, To 
reach Kabul by automobile, one bumps, 
bounces and jolts for at least 10 hours 
over a back-breaking route. 

In the not-too-distant past the trip 
often was hair-raising, with tribesmen 
who preyed on travelers in search of loot. 
The tribes have been pacified now, for 
the most part, but they still threaten to 
attack the traffic along the route when 
they run short of food and clothing. 

In the few cities of Afghanistan one is 
impressed by the large numbers of sol- 
diers and policemen. Young men are con- 
scripted into the Army at pay equivalent 
to $3 a month, not for national defense so 
much as to keep order among the tribes- 
men. Police also are conscripted. In Kabul 
one or two policemen are stationed at 
every intersection, although there are 
only a few hundred automobiles and 
busses in the entire city. 

Islam is the state religion, and the 
Moslem custom of requiring women in 





* 
a ait v x oe 


FRONTIER OF INDIA 
THIS NOTICE BOARD 


THE PASSPORT RECULATIONS 
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NOMAD’‘S LAND 
... even here, East-West rivalry 


TRAVELLERS ARE NOT PERMITTED To Pass 


UNLESS THEY Have COMPLIED with 











Thousands of Miles 
In Search for Peace 


Is there a country in the world un. 
touched by the “cold war” between 
Russia and the United States? 

Joseph Fromm, Far Eastern 
correspondent for U.S. News & 
World Report, traveled thousands | 
of miles the length and breadth of | 
Asia looking for such a spot. By 
airplane, automobile and bus he 
worked his way high into the Hindu 
Kush Mountains to the interior of 
Afghanistan, primitive and remote, 

The dispatch on these pages is his 
story of the East-West conflict he 
found enmeshed in the daily life of 
that ancient land. 











public to wear tentlike garments that 
cover them from head to ankle is still 
practiced. Except for a few foreign wom- 
en, a visitor to Afghanistan seldom sees 
a woman’s face. He rarely meets an Af 
ghan woman. The Moslem holy men dom- 
inate education and discourage the intro- 
duction of any Western ways or ideas. 

American interests, thus, seem i 
little strange in this rugged country on 
the doorstep of Russia, But U.S. activi: 
ties are increasing almost by the day, 
These activities are openly encow- 
aged by the Afghan Government 

American diplomats first a- 
rived in the country six vears ago, 
Now, under the direction of An- 
bassador E. E. Palmer, they ar 
the busiest of all diplomats in ki 
bul. Their activities are intended 
to strenethen the country’s €C0- 
nomic and cultural ties with th 
U.S. Strategically and_ politically 
they seck to prevent Afghanistan 
from collaborating actively with 
the Russians. 

Four modern hospitals, used b 
the American Army in India dur 
ing the war, have been sold to Ab 
ghanistan as surplus property, Ne 
gotiations are under to ust 
American experts in the fight agains! 
malaria, Afghanistan’s worst healt 2 
problem, 

In education, the U.S. State De- 
partment is working with officials 


Wall 








in Kabul to get American teachers 
for Afghan schools, Before the wal 
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here were Only two American school- 
echers in the country, Now there are 
15, and others are to be hired. Also, the 
U.$, has arranged the enrollment of 25 
Afghan students in American universities. 

Over all, America’s rising postwar in- 
erest in Afghanistan is underlined by the 
fct that of the 700 foreigners in the en- 
tire country, nearly half are Americans. 

Commercially, the U.S. has taken a 
leading role in Afghanistan’s trade. The 
U.S, takes most of the country’s exports— 
chiely karakul skins for fur coats—and 
supplies the bulk of what the country 
buys abroad. The Kabul Government 
buvs from the U. S. more than it sells, but 
the deficit is taken care of out of a $100,- 
000,000 trade balance Afghanistan built 
up with the U.S. during the war, 

America’s influence shows up further in 
the field of economic development. An 
American engineering firm has been hired 
to carry out a multimillion-dollar road- 
building and irrigation program. The pro- 
gam is three years old now, with little 
to show in accomplishment, but the work 
isto be continued. 

An Export-Import Bank loan is wanted 
by the Kabul Government to finance new 
development projects and complete tl.ose 
already started. Whether such a loan 
could be justified on purely economic 
grounds is being debated in Kabul now. 
American banking officials may be reluc- 
tant to risk dollars in such a remote and 
vulnerable country. 

Afghanistan’s rich and untapped min- 
eral resources, however, are gaining at- 
tention, The country has deposits of 
chrome ore and manganese, useful in 
military stockpiles, In addition, there are 
accessible deposits of talc, zinc, lead and 
silver, all of them attractive to the U.S. 

All of these activities and interests add 
up toa sizable U.S. stake in this obscure 
front of the cold war. The reason is Rus- 
sia, lying just beyond the rugged moun- 
tains to the north, 

Russia, although relatively inactive in 
Afghanistan, is highly interested in the 
country’s dealings with the Americans. 
And the Russians, because of their near- 
ness, are stil] the controlling factor in Ka- 
bul’s relations with the U.S. Despite its 
avowed friendship for the U.S., and its 
desire for American aid, Afghanistan has 
to tread warily. 

Afghanistan’s relations with Russia are 
best described as “correct.” In July, for 
example, a trade agreement was renewed 
swapping Afghanistan’s wool for Rus- 
sian oil and sugar. In September, a 10- 
year-old border dispute was settled in 
Afghanistan’s favor. Afghan officials, 
while declaring their friendship for Amer- 
ica, always are quick to add: “We would 
never do anything to hurt our neighbors.” 









As an example of this policy: Afghani- 
stan desperately needs petroleum and has 
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substantial deposits near the northern 
border, but the Government is afraid to 
hire an American company to develop 
these deposits. They fear the Russians 
would regard that as an unfriendly act 
since the Russians themselves already 
have offered to help develop these oil 
fields. For such reasons, Afghanistan’s 
Government distourages Western diplo- 
mats from moving too freely along the 
northern border, 

The Russians apparently are confident 
that Afghanistan will do nothing to 
threaten Russian security, They know 
that if such a threat develops they are 
strong enough to bring the Kabul Govy- 
ernment back in line. In the event of a 
war, the Russians could occupy the coun- 
try with comparative ease, Military ex- 
perts say three Soviet divisions could do 
the job. Against them, Afghanistan’s Army 
of 65,000 regulars would be nothing more 
than an annoyance—if it fought at all. 

Against that background, American ac- 
tivity in the country is negative, from a 
military standpoint. Strategically, military 
experts are convinced the primitive coun- 


© 1948, By U.S. News Pub. Corp. 


try can be of little value to the U.S. 
A political or military alliance is out of 
the question because of Russia’s near- 
ness. The most that could be hoped for, 
according to these military specialists, is 
that, in the event of a war, Afghanistan 
would not actively co-operate with Rus- 
sia and might even harass the Russians 
should they occupy the country. 

Some observers are not convinced that 
the benefits to be derived warrant Amer- 
ica’s present interest in the country. Af- 
ghan officials, for their part, are anxious 
to draw the U.S. as deeply into the coun- 
try’s affairs as possible, in order to obtain 
maximum American aid and to offset, if 
possible, any future political pressure 
from the Russians. 

It is difficult to say which is doing the 
most wooing—the U.S. or Afghanistan. 
The U.S. frankly is hoping to make a 
strong, independent friend in a strategic 
corner of Asia, on the very threshold of 
Russia. But, despite U.S. activities, most 
observers recognize Afghanistan as a 
country which, in any real showdown, 
falls inevitably into the Soviet lap. 
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NEW-TYPE NAVY FOR THE U.S.? 


Greatest Threat in Long-Range Submarinet 


Real threat to U.S. defenses 
is turning out to be Russia’s sub- 
marine fleet, not her bombers or 
huge land armies. 

Submarines of novel design 
are shown to be nearly detection- 
proof, even with radar. Under- 
water range is increased from 
100 to 10,000 miles. Speed is 
nearly doubled. 

Challenge to U.S. control of 
sea lanes is raising serious de- 
fense questions, may result in a 
new antisubmarine Navy. 


U.S., possessing the world’s one big 
Navy, suddenly is finding that it’s con- 
trol of the seas is threatened. The 
threat is in Russia’s fast-growing fleet 
of new-style submarines, equipped 
with devices to make them almost de- 
tection proof. 

Modern submarines are striking at the 
whole concept of U.S. defense at this 
time. That concept rests upon this 


THE SCHNORKEL: This is the device, developed by the Germans and now 
used on Russian submarines, which permits “breathing” while submerged. 
The air intake is forward (right-hand) section. The exhaust is after (left- 
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country’s control over the oceans, assur- 
ing access to war materials needed in 
vast amounts from abroad, and _ provid- 
ing highways to Europe where military 
defenses are planned. War games re- 
cently completed now show that U.S. 
sea strength is challenged. 

The Navy’s realm in the defense set- 
up, as a result, is due for some critical 
attention. 

What happened to alter the Navy’s 
situation is shown in results of recent 
maneuvers off Newfoundland, where 
eight new-style submarines similar to 
Russian types were tested against a large 
fleet landing force, and in tests of 
captured German supersubmarines from 
which Soviet submarines are modeled. 

Danger from new subs is due to 
their greatly increased underwater range, 
their increased speed, their ability to 
stay submerged for long periods, making 
them hard to detect and destroy. New 
capabilities of Soviet submarines, using 
the German “schnorkel” device, are 
found to be these: 

Range under water is increased from 
100 miles for most World War II craft to 
more than 10,000 miles for schnorkel- 
equipped submarines. This means that 
Russia’s fleet of nearly 300 submarines 


hand) section. The ball-shaped device, the exhaust diffuser, reduces 
“feather’—telltale trace of white water resulting from movement—whe! 
schnorkelling. When schnorkelling, the entire device is hoisted hydraulically 













can travel submerged, if necessary, hi 
way around the. world without surfacing 
Ability to stay down; to hide }y. 
neath the surface for long periods of tin, 
is as important as this underwater rang 
Submarines in World War II could ra; 
stay under the surface for more than 3 
hours, while schnorkel-equipped vesse' 
can stay under for months if need be. ji. 
ing only to periscope level from time 
time to renew their air supply. 
Speed of these new submarines ah 
is increased, making them more diffi} 
to evade. Where World War II vessej 
had a practical underwater speed of littl 
more than 9 miles an hour, new sub. 
marines can exceed the speed of surface 
ships for brief periods, can travel at J, 


‘miles an hour for a fairly prolonged 


period while submerged. 

Detection of such new types is man 
times more difficult. Detection of a sub. 
marine that can stay submerged is not 
possible by radar, as radar rays are de 
flected by the water’s surface. Normd 
means of locating a submerged vessel i 
by sonar—a device using sound wave 
under water—but this is good only fo 
ranges of less than two miles. Location 
of subsurface submarines by aircraft mus 
be done either by sight or, if sight i 
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spossible, by “magnetic detection,” a 
chnique that is normally effective for 
ay short ranges of less than a mile. New 
sans of detection, thus, must be devel- 
ed if these latest submarines are to 
be combated. 





. 
IFINesH Most of this new danger from sub- 
varines results from Russian adoption of 

. schnorkel device, pictured on page 

sary, hulls The device, a breathing tube which 
Surfacing fig be raised hydraulically behind the 
hide bff riscope, makes it possible for a sub- 
s of tim rine to draw in air for its crew and 
er rang Mor recharging its batteries while sub- 
ild ratcj\fnerged, with only its periscope and 
» than 3 reathing tube protruding above the 
d vesse\ffrface. The schnorkel tube is equipped 
d be. ris. vith intake and outlet valves, and an 
1 time t)Pntiradar screen that makes the small 
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ube protruding above the surface even 
harder to detect. 

What it means, if war should come 
gain, is this: 

‘Sea control by U.S. no longer is as- 
sued by large surface fleets on the 
World War II pattern. Until a new de- 
fense is perfected, control of water routes 
mav be challenged by a submarine fleet 
that appears almost impossible to track 
down and destroy. The Soviet underwater 
feet, moreover, includes about 250 Rus- 
sian-built submarines plus an estimated 
530 German-built vessels now in Russian 
hands, or many more than the 200 old- 
style submarines possessed by the Ger- 
mans when they nearly cut off shipping 
in the Atlantic in 1941. 

Supply lines, thus, are turning out 
to be the most vulnerable link in U.S. 
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defenses. The United States cannot be 
reached by Russia’s huge land armies, 
her present bomber fleet, or her small 
surface Navy. Only U.S. lines of war- 
time supply from abroad are exposed. 
How important this may be is shown by 
the need for vast stocks of war-material 
imports to supply defense industry. 

Few of these war materials can be im- 
ported by land or produced at home. All 
the wartime supplies of tin, for instance, 
must be shipped in from abroad, as must 
97 per cent of the needed chrome, 97 
per cent of the manganese, 72 per cent 
of the essential tungsten; 47 per cent of 
all bauxite. 

That is the big new problem facing de- 
fense planners, U.S., depending on out- 
side sources for much of its basic war 
materials, is vulnerable to submarine war- 
fare, while Russia has no overseas line of 
supply and cannot be attacked by U.S. 
sea power, 

What can be done, in the Navy's 
view, involves a new antisubmarine fleet, 
new weapons for ferreting out enemy 
submarines, new emphasis on ships that 
can sink submarines instead of other 
ships. A new antisub Navy for the U.S. 
is in prospect. one built around these 
basic weapons: 

Antisubmarine submarines — small, 
compact vessels with high speeds and 
specialized torpedoes—are expected to be 
the most potent weapon involved. Three 
are under construction now, with more 
to be started next year. 

Killer ships, converted former cruis- 
ers with new antisubmarine weapons, are 


What Enemy Submarines Now Can Do 


Could stay submerged 
36 hours and travel 
100 miles under water 


Can stay submerged indefinitely _ | 
and travel more than 10,000 Eau 





with two to be completed 


planned, 
shortly, 

New destroyer types, faster and 
equipped with the latest weapons against 
submarines, are planned for future con- 
voy duty. Four of these ships now are 
being built. 

High-speed carriers, most of them 
equipped with jet planes to patrol U.S. 
supply lines at sea, others carrying 
bombers to strike at submarine bases, 
are getting high priority on the Navy’s 
antisubmarine program. A fleet of 28 
carriers is planned. 

Fast mine layers, for mining the seas 
around enemy submarine pens and pass- 
ages through which enemy submarines 
must pass, are to be converted from 
World War II mine-laying types. 

Cargo submarines and troop-carry- 
ing submarines also are planned as a 
means of getting some materials and 
troops through if an enemy blockade of 
surface ships does become effective. 
Four conventional submarines already 
have been converted to these types. 

New means of detecting modern sub- 
marines even when submerged remain 
the No. 1 problem of the coming anti- 
submarine Navy. An effective defense 
against schnorkel-equipped submarines, 
in the end, will depend on finding a 
method of such long-range detection. 

The challenge to U.S. control of its 
supply lines overseas, as a result, is rais- 
ing serious problems about present plans 
for defense. Outcome is likely to be new 
emphasis on the Navy’s realm of defense, 
creation of a new antisubmarine fleet. 





LATEST TYPE, 


WITH SCHNORKEL DEVICE 





miles under water 
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Ballots by Mail: Federal Workers’ Power 


“Pay-roll votes” cast by Gov- 
ernment workers did as much to 
hurt President Truman as help 
him in the election. 

Absentee ballots from voteless 
Washington split about 50-50 
between Democrats and Republi- 
cans. They swung no key States. 

Votes by mail swelled the Tru- 
man margin in Illinois. In Ohio 
and California, his margin would 
have been bigger without the 
absentees. 


There's a question whether votes of 
Government workers, in the show- 
down, may have decided the outcome 
of the November 2 election. Demo- 
crats have been doing the hiring for 16 
years. From Washington, D. C., alone, 
more than 150,000 absentee ballots 
were sent back to the States for voting. 
On pay rolls of the Government are 
more than 2,000,000 civilian emploves 
and potential voters. 

It turns out that, in Ohio, on the basis 
of latest figures, 6,817 ballots, in a total 
of almost 3,000,000, provided President 
Truman’s margin over Governor Thomas 
E. Dewey. In Illinois, the margin of 
Truman victory was a little over 31,000, 
with a total vote of almost 4,000,000. The 
President carried California by 32,000, 
out of 3,800,000 ballots cast. 

Democrats, by their own reports, sent 
7.752 absentee ballots from the District 
of Columbia to Ohio—more than enough 
to swing the election in that State. The 
16,500 Democratic ballots sent from the 
District to Illinois provided more than 
half of Mr. Truman’s margin there. 

These facts are causing Republicans to 
ask whether the “pay-roll vote” cast in 
doubtful States was responsible for the 
election of Mr. Truman. Also, the sug- 
gestion is made that more efforts to stimu- 
late Republicans to vote by absentee bal- 
lot may bring a different result in 1952. 

A different picture shows up, how- 
ever, when all the facts are examined. 
Republicans as well as Democrats went 
after the votes of Government workers. 
The absentee voting was not one sided. 

The Democratic Absentee Voters’ 
Bureau, directed by Mrs. Ethel Black, re- 
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‘Pay-Roll Vote’ From Capital Closely Divide 


ports that 73,000 Democratic ballots 
were “processed” in that Bureau. Be- 
sides, help was given by telephone and 
in other ways in about 25,000 cases. 

Similarly, Mrs. Faith Gwynne Fisher, 
director. of the Republican Absentee 
Voters’ Bureau, says that the Republicans 
processed 70,100 ballots, while thousands 
of other Republican ballots were mailed 
independently. 

Thus, it appears that nearly half of 
the ballots sent from the District of 
Columbia were Republican. 

The Ohio margin for Mr. Truman 
actually would have been greater if no 
absentee ballots had been mailed from 
the nation’s capital. More than offsetting 
the 7,752 ballots sent by Democrats to 
«Ohio were 9,200 sent by Republicans. 

Similarly, the absentee voting helped 
to cut down Mr. Truman’s margin in 
California. While 401 Democrats from 
that State employed in the District of 
Columbia were casting their ballots by 
mail, 4,600 California Republicans were 
taking advantage of the same privilege. 

Only in Illinois, of the three key States 
in the 1948 election, did absentee voting 
by Democrats in the nation’s capital in- 
crease the Truman margin. There, the 
16,500 ballots mailed by Democrats com- 
pared with 8,300 sent by Republicans. 

Further evidence that many Gov- 
ernment workers voted Republican is re- 
vealed in the election statistics for sub- 





-U.S, Air Forces 
SERVICEMEN’S BALLOTS 
... only a few take the trouble 
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urban areas in Maryland and Virgin 
In those areas, federal employes ¢ 
exercise the franchise in the communitis 
in which they live. 

On the Virginia side, only Alexand; 
gave Mr. Truman a lead, and that } 
14 votes out of 8,000. Arlington Coup 
showed 10,774 for Mr. Dewey and on) 
7,798 tor the President. Fairfax Couny 
gave Mr. Dewey a similar margin. 

In the Maryland suburbs, Mr. Trumy 
and Mr. Dewey ran neck and neck jy 
Prince Georges County, with the Pres. 
dent showing a lead of 156 votes out ¢ 
nearly 30,000. But, in Montgomen 
County, Mr. Dewey had 23,174 votes t 
14,336 for Mr. Truman—a margin ¢ 
8,838. Every precinct in that County 
went for Mr. Dewey—some by 3 or 4t 
1. Since the Dewey lead in the entir 
State of Maryland was only 8,197, the 
net Republican advantage in the tw 
counties where Government workers pr. 
dominate can be said to have given hin 
the electoral vote of the State. 

No figures are available as to how 
federal employes stationed away fron 
Washington voted. The ballots cast by 
those employes who live in or nea 
Washington, however, seem to indicat 
that President Truman did not gain ; 
decisive advantage from the votes ¢ 
persons on the Government pay roll, 

Close elections are decided occ: 
sionally by the absentee ballots of feder 
workers. For example, ballots sent fror 
Washington, D. C., apparently swung 
the recent Texas primary election fo 
Senator to former Representative Lyndon 
B. Johnson instead of former Govern 
Coke Stevenson. The Johnson margin 
was 87 votes. Democrats working o 
living in Washington sent 250 ballots 
most of which are believed to have bees 
marked for Mr. Johnson. 

In view of this and similar cases, thi 
political managers of both parties ar 
making a study of the election laws «i 
the various States. They want to find out 
if sizable blocs of absentee voters exis 


elsewhere, and what the chances are ! B 


marshaling the votes of such blocs t 
swing elections that are likely to be close. 

Survey of voting laws of the Stale 
shows that any attempts to line up blo 
of absent voters—whether federal or m: 
gratory workers—are certain to run into 
definite requirements as to residence and 


registration, even though some of these & 


are stated in rather general terms. 


In 23 States, a voter does not lose hi | 
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“residence” by reason of federal employ- 
nent elsewhere, no matter how long he 
mains away. A federal worker from 
Ohio, without returning home, may con- 
tinue to vote there for three years after 
he stops working for the Government. 
The wife of a federal employe from Wis- 
onsin is entitled to vote in that State, 
sthough she may never have lived there. 

What constitutes a voter’s residence, 
in some States, is the place to which he 
“tends to return.” In Illinois, it is his 
“permanent abode.” In Massachusetts, it 
is the place where he lived on the Janu- 
ary 1 preceding the election. 

‘Avoter’s registration, in 20 States, 
is permanent if he continues to vote 
regularly by absentee ballot. Three 
states require that he vote in every 
dection, in order to stay registered. 
Others require that he vote as often as 
once in every two, three, four or five 
vears. In Rhode Island, a voter can re- 
tain his registration by paying a property 
tax each year. 

Registration by mail is allowed in 
States, In some, this is a simple process. 
in others, involved forms must be filled 
out and notarized. New York is one of 
the States that require the voter to reg- 
ister in person. 

Thus, while most States are liberal as 
to length of absence, they require a voter 
to be duly registered in the precinct 
where he actually has lived, if he wants 
to vote there. 

Experience shows that, except for the 
federal employes in Washington, D. C., 
groups of absentee voters cannot easily 
be organized. This applies to military 
men, for example. Four years ago, in 
spite of special laws and much urging, 
fewer than 3,000,000 of the 12,000,000 
men in military service voted. This year, 
1,500,000 were in service, but apparently 
only a few took the trouble to vote. 

The lesson being drawn from all 
these facts by the political managers is 
that elections are seldom won or lost by 
the “pay-roll votes” of Government em- 
ployes. Far more numerous are the votes 
of big groups of other citizens who are 
receiving Government checks—more than 
3,000,000 farmers getting soil-conserva- 
tion payments or commodity _ loans, 
2,400,000 aged persons, widows and or- 
phans getting Social Security aid, and 
several million veterans and dependents 
of veterans receiving compensation, pen- 
sions, unemployment allowances or edu- 
cational benefits. 

Many members of these groups appar- 
ently vote for whatever party they think 
is most likely to continue, or add to rather 
than subtract from, the flow of checks or 
other Government aid. It is these voters, 
rather than the ones actually on the Gov- 
ernment pay roll, who may have decided 
this year’s election. 


21 


DECEMBER 3, 1948 


GETTING UP THE FEDERAL PAYCHECKS 


Remember November 


GETTING OUT THE ABSENTEE VOTES 


. .. what are the chances of swinging elections? 


~Harris & Ewing 
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POSTAL-RATE RISE AHEAD 


Increases to Reduce Deficit, Not Wipe It Oy 













































































Rises in postal rates, coming a to -» rigid pra. posts 
c : deficits is certain to get attention fro 
soon, will affect some business POSTAL-RATE INCREASES the next Congress. Rate cana ss 
firms slightly. But they won't ag = saa 7 igor — likely are to be recommended by Poy 
rates, an new rates a Oo into etrTec ~ = o . 
get Post Office out of the red. Jan. 1, 1949. Increases sal by the last Office officials and probably by Presider: 
° Congress do not affect first-class letter mail, Tr uman, but the problem of Talsing poste 
Rate increases are to be no- post and postal cards, newspapers, maga- rates is not an easy one. 
ticed by circular and catalogue stage, Chetry Seeks, or punenmnins a5 Sp First-class mail, the kind most peop, 
: i ternal, scientific or religious organizations. use. more than pays its way. For the las 
mailers, users of parcel post, air Present  Gates/Alter fiscal year, ended June 30, 1948, it netted 
‘mail and special services. Rates Jan. 1, 1949 $150,000,000. This kind of mail carrig 
Rate boost high enough to = mail, *. 5¢ 6¢ the usual 3-cent postage stamp. 
: . 4 pecial delivery, Ist cl. Second-class mail, used by news 
make mails a profitable business oe vy papers and magazines, was carried at ; 
is not planned. Goal, instead, is as 25¢ 35¢ loss . $150,000,000 in _ we fiscal 
° Parcel post, zones 1-8 year. An attempt to carry this mail with. 
to cut operating costs. First Ib. 9¢-16¢ 12¢-18¢ out a loss would mean steeply highe 
The big business of carrying the ee or ns 10 Lette alae pinscangh for Fc ssh and sharp in 
U.S. mail is deep in financial trouble. Money orders, up to $100 6 ¢-22¢ 10¢-35¢ ee ee 1 
The Post Office Department this year serene to $10 5¢ 8¢ catalogues, brought tees ol $90.000.000 
is doing a $1,300,000,000 gross busi- yerapeger 10¢ 15¢ in the 1948 fiscal year. Removal of thi Ol 
ness, but, in handling that business, 2 to 10 Ibs. 15¢ 20¢ deficit would mean higher mailing cost 
is running further into the red than Over 10 Ibs. 20¢ 25¢ for all kinds of mail-order business, 
ever before. ne “i =e yess pion Fourth-class mail, largely parcel post, 
Red-ink figures, moreover, are grow- rome wilh ~ sions or lost $70,000,000. Still higher rates for 
ing right along with the increase in to $1,000 value 20¢-$1.35  25¢-$1.50 this class would mean higher operating 
cross business. The larger the volume of Books, catalogues, costs for mail-order houses or higher Organi 
mail, the larger is the deficit. The deficit seeds etc., Ib. 8¢ 10¢ charges to their customers. the Co 
in the fiscal year ended June 30, 1947, Air mail was operated at a loss of F dont F 
was $263.000.000. In the next fiscal $50,000,000. An attempt to erase this is prep: 


deficit would mean a return to at least the Po: 


year, ended June 30, 1948, it was $310,- 
an 8-cent rate, risking a possible down F }ottom 


000,000. Now it is running at a rate of 


$542,000,000. turn in patronage that might bar an in Fix expe 
These rising deficits illustrate the crease in total revenues. a total 
plight of a business that tries to operate, Special services showed a loss of F 4 year, 


$12,000,000 for fiscal 1948. This te- The 
sulted from special-delivery service, reg J post O) 
istered mail, insured mail and other spe- F pysine: 
cial handling. employ 
The Post Office deficit also includes the | 19,900 
cost of carrying Government mail, for } jents | 
which no charge is made. Senators, Rep- tracts 
resentatives, Administration officials and J worth 
Government bureaus may use the mail § deliver 
without paying for stamps. This is a large F System 
expense item. accoun 
The sources of the postal deficit ind } The C 
cate the difficulty in ending or reducing }  enterp 
it. A rate increase in any of the categories F than a 


with expanding volume and climbing 
costs, at fixed prices. Mail rates have not 
been advanced for many years. But costs 
have been steadily upward. Postal em- 
ployes got a $400 annual wage increase 
on July 1, 1945, another $400 raise six 
months later and a third increase of $450 
a year that was approved by the 80th 
Congress. The average postal employe 
now receives $3,307 a year, against 
$1,894 in 1939. Unlike other large busi- 
ness enterprises, however, the Post Of- 
fice has not raised prices. Result: more 
and more red ink on the books. 


Moderate rate increases are to go into that show the heaviest losses would mean The 
effect January 1, as the table shows, but higher operating costs for the thousands thority 
these increases will make only a small of business firms that use these mail serv- F expens 


ices. An increase in the profitable rate 00 F  propri 
first-class mail would appear to be unfair F Next, 
to the users of this class. A boost in ai } into 1 
mail rates might force the Government t0 § for me 


dent in the deficit. The higher rates are 
expected to bring an additional $140,- 
000,000 for a full year’s operation, but 
the inerease for the present fiscal year, 
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Organization of the Executive Branch of 
the Government, headed by former Presi- 
dent Hoover. The Hoover Commission 
is preparing a detailed plan to reorganize 
the Post Office Department from top to 
bottom. Eventually, this reorganization 
is expected to cut postal expenses by 
a total of $200,000,000 to $300,000,000 
a year. 

The Commission points out that the 
Post Office has become one of the largest 
business operations in the country. It 
employs 470,000 workers, has a fleet of 
10,000 trucks, owns 3,200 buildings and 
rents 20,800 other buildings. It con- 
tracts annually for millions of dollars’ 
worth of rail, ship, air-line and trucking 
deliveries, and operates a Postal Savings 
System serving 4,000,000 depositors with 
accounts of more than $3,400,000,000. 
The Commission suggests that this vast 
enterprise be run more like a business 
than a Government department. 

The Post Office would be given au- 
thority to handle its own revenues and 
expenses, going to Congress only for ap- 
propriations needed to meet deficits. 
Next, the Department would be divided 
into 12 regions, with each responsible 
for most of its own operating problems. 
Finally, the postal service would be 
staffed almost completely by career men. 
Postmasters no longer would be political 
appointees. In addition, the plan recom- 
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mends more machines to sort and handle 
mail. 

The income-outgo position of the 
Post Office for the 1948 fiscal year is pre- 
sented in the chart. In that year, the De- 
partment collected only about 82 cents 
for each dollar spent. This year, col- 
lections are running further behind reve- 
nues. 

The expense dollar for fiscal 1948 
breaks down into 38.1 cents for clerical 
services, 17.9 cents for letter carriers, 
7.7 cents for rural delivery, 3.9 cents 
for maintenance and supplies, and 2.7 
cents for departmental administration. 
Transportation costs amount to 23.2 
cents, and railway mail service costs 6.5 
cents for each dollar spent. 

Income, to offset these costs, con- 
sists of 47.6 cents for stamps, 26.9 cents 
for metered postage, 2.2 cents for pub- 
lishers’ fees and postage, .8 cent for 
box rents, and 2.4 cents for money orders 
and notes. Postal Savings yields 1.6 cents 
for each dollar spent and miscellaneous 
revenues bring in .6 cent. The resulting 
deficit is 17.9 cents for each dollar spent. 

The breakdown suggests that econo- 
mies must come primarily from lower 
costs for clerical service. Added reve- 
nues, naturally, would come from in- 
creased sales of stamps and higher fees. 

The postal deficit, however, is more 
than a simple operating problem. The 


and miscellaneous 
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Post Office was never intended to oper- 
ate at a profit and seldom has it closed 
its books in the black. A program to put 
the Department on a profitable, or even 
a break-even, basis would mean a re- 
versal of long-time policy. 

The loss shown by second-class mail, 
for example, is in fact a kind of Govern- 
ment subsidy to assist in spreading infor- 
mation and educational material to the 
public. The Post Office always has carried 
books, magazines, newspapers and kin- 
dred material at less than cost. The 
underlying idea has been that this type 
of service is 6f general benefit to the 
public. 

Air-mail payments are a frank subsidy. 
The Civil Aeronautics Board is author- 
ized to reduce operating losses of air- 
transport companies by paying mail sub- 
sidies. Payments are made by the Post 
Office, but that Department has nothing 
to say about the amount. The reason for 
mail subsidies is to promote and improve 
civil aviation. 

The $33,000,000-a-year cost of carry- 
ing Government mail and Congressmen’s 
mail is another deficit item that cannot be 
avoided. There also is a franking privi- 
lege for the blind. 

It is unlikely that Congress will de- 
cide to end these mail subsidies com- 
pletely, but an attempt will be made to 
cut the deficit. 
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TITO LOSING FRIENDS, INFLUENCE 


What happens in a falling out 
among Communists shows up in 
Yugoslavia. Tito, snubbed by 
Stalin, is on the losing end. 

Soviet countries are boycotting 
Dictator Tito. Western powers are 
slow to move in on his side 
against Moscow. 

Result: Tito’s five-year plan 
is slipping, industrial program is 
cut back. He may not be able to 
go it alone for long. 


The Communist dictator of Yugo- 
slavia, Marshal Josip Broz Tito, is in a 
serious jam. After six months of defy- 
ing Moscow, he finds himself in this 
situation: 

He has been cut off, on Russia’s 
orders, from supplies from the East- 
ern bloc. 

He is finding out that the United 
States and Great Britain are in no 
great rush to woo him with supplies 
from the Western bloc. 

He is deeply involved in an all-out 
effort to industrialize quickly one of 
Europe’s most backward countries, 
an effort that requires a lot of help 
from abroad. To keep going ahead, 
Yugoslavia must get machinery and 
equipment which only the major 
powers can supply in_ sufficient 
quantities. But Russia is holding up 
deliveries to Yugoslavia, and the 
Western powers are reluctant to 
trade on Marshal Tito’s terms. 

As a result, Marshal Tito is forced to 
slow down production, to cut down the 
targets he has set for his country’s indus- 
trial output. In the end, unless the dicta- 
tor gets help from the West, Yugoslavia 
may slide back into its poor-peasant 
economy and Marshal Tito himself may 
be overthrown. 

All this is evident within the country. 
The way things are going here, even the 
least-informed Yugoslavs are asking how 
long their dictator can last if he remains 
isolated from both sides of a divided 
world. A_ street cleaner in Belgrade 
grumbled that “we are working for 
nothing but potatoes and promises of 
paradise.” Yugoslavs admit that Marshal 
Tito has accomplished much so far, but 
they are asking where he is headed now. 
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Inside Yugoslavia, independent ob- 
servers find many signs that Marshal 
Tito is doing fairly well with what he 
has. There is a lot of enthusiasm for his 
plan among industrial workers, the youth 
and the men who helped the Marshal 
fight Germans in World War II. 

Everyone appears to have a job; there 
are few idlers on the streets. Most Yugo- 
slavs work for the Government, because 
practically every industry is national- 
ized. Marshal Tito’s five-year plan has 
turned the country into one huge con- 
struction site. Scaffoldings are visible ev- 
erywhere in the cities, towns and villages; 
sidewalks are piled high with bricks. 

Yugoslav industry is working at capac- 
ity. Carloadings are nearly double pre- 
war levels. Certain industries are hitting 


the 1951 production targets of the five- - 


year plan this year. But Yugoslav recov- 
ery is not uniform; output lags in many 
vital industries. 

Trouble is that Marshal Tito’s Yugo- 
slavia is doing about as much as it can 
with the existing plant. Throughout the 
country, industrial machinery is breaking 
down under the strain of capacity output 
on a 24-hour schedule. There are no re- 
placements for broken parts, no new ma- 
chinery for the new factory buildings 


Russia’s squeeze is gripping Yy 
slav economy where it hurts most. \j; 
shal Tito, before the break with Mogg 
six months ago, was counting on Rug 
and her satellites for capital goods »: 
fuel. 

Oil was shut off first. The Mosc 
controlled oil company in Rumania gy 
celed all deliveries of oil to Yugoshay; 
On Moscow’s orders, Albania also refys, 
to send oil to Marshal Tito. Russian ted, 
nicians who were putting in Yugoslayj; 
first important oil wells quit work a 
went home, taking their equipment yj 
them. 

To meet the emergency, Marshal Ty 
has succeeded in getting some oil fro; 
Britain and from the U. S. But he hasy 
persuaded the American State Depur 
ment to let American oil companies cop 
plete the Yugoslav wells begun j 
Russians. . 

Machinery promised to Yugoslayj 
by Russia and the satellite countries 
not coming through. The Yugoslavs we 
to get $562,000,000 worth of machines 
from the Eastern bloc before the end of 
1951. Little or none of it has turned uf 
in Yugoslavia. 

Russia, for example, was to deliv 
complete plants for iron, steel, chemical 
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CONSTRUCTION: SCAFFOLDINGS ARE EVERYWHERE 
For the factories — not enough machinery 
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o send machine tools, electrical ma- 
chinery and transport equipment. Poland 
nomised locomotives, textile machinery 
ind electrical supplies. Hungary agreed 
io send $155,000,000 worth of industrial 
equipment to Yugoslavia by the end of 
1951. But deliveries are not being made. 

The Yugoslavs are saying that the 
filure of the Eastern bloc to deliver these 
sods antedates the break between Bel- 
srade and Moscow over Communist 
ideology. Sad experience convinced the 
Yugoslavs nearly a year ago that the 
other countries of the Eastern bloc 
aded with Yugoslavia on the same 
rms on Which they traded with the 
West, if not on worse terms. They took 
Yugoslav raw materials gladly, but they 
failed to send the machinery promised 
in return. 

Political pressure on Marshal Tito 
and his followers is increasing daily. 
Bulgaria’s Communist Government, faith- 
ful to Moscow, is picking a quarrel with 
Yugoslavia over Macedonia, and border 
incidents involving troops are frequent. 
Inside Yugoslavia Marshal Tito’s secret 
police appear to have the country well 
in hand, but political assassinations are 
nothing new in the Balkans. Moscow 
would like nothing better than to re- 
move Marshal Tito and replace him with 
a Yugoslav Communist more obedient to 
Russian orders. 

Economic pressure. Real threat to 
Marshal Tito’s future, however, is eco- 
nomic, not political. Russia has not yet 
declared all-out economic warfare against 
Yugoslavia, and the Marshal has sent a 
trade mission to Moscow to try to pre- 
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vent a complete boycott of Yugoslavia by 
the Eastern bloc. Czechoslovakia and 
Poland still are sending coke to Yugo- 
slavia in exchange for raw materials. 

A letdown in the effort to modernize 
Yugoslavia has already begun. Foreign 
observers in Belgrade estimate that the 
lack of machinery imports has forced a 
20 per cent reduction in the targets for 
many key industries. On the other hand, 
Marshal Tito has authorized the cutting 
of more timber for export and is giving 
up forest-conservation plans in order to 
get money for purchases abroad. 

Food shortages are causing trouble 
in the cities. Exports of wheat, fats and 
meat are to be reduced this winter. 

Wages, now about three times what 
they were before the war, are keeping 
pace with the prices of rationed goods. 
But ration allotments provide less than 
half the food and clothing most people 
need. For the other half, people in Bel- 
grade are paying upwards of 11 times 
prewar prices. 

Grumbling is heard more frequently 
in Belgrade as winter comes with no sign 
that Marshal Tito is going to get what 
the country needs. Like many a totali- 
tarian dictator, Marshal Tito is keeping 
his countrymen working for the future. 
As long as he can show more production, 
full employment and progress toward 
goals, Marshal Tito and his Government 
are reasonably safe. This winter, how- 
ever, is likely to bring hard times to many 
Yugoslavs. Many will be hungry and 
cold; some may lose their jobs. To keep 
the country’s economy going, Marshal 
Tito is looking for imports from abroad. 





Help for Marshal Tito, imports of 
machinery in sufficient quantity to keep 
Yugoslavia’s output rising, can come only 
from the major powers. Both groups oi 
powers are asking a price higher than 
Marshal Tito wants to pay. 

Russia is trying to get the Marshal 
to eat humble pie, to confess publicly that 
he committed a sin when he dared to 
question Moscow’s orders. Even ‘if Mar- 
shal Tito did as the Kremlin wishes, 
chances are that Russia would deliver 
little that Yugoslavia needs. Instead, the 
Yugoslavs probably would be placed at 
the end of the queue of satellites wait- 
ing for aid. 

The West can deliver most of the 
equipment Marshal Tito needs, but West- 
ern economists consider the Yugoslav 
five-year plan unsound. Much of the ma- 
terial needed, however, could be ob- 
tained by Yugoslavia in trade deals with 
the West. Recently a trade agreement 
with Britain appeared to be close, but it 
was held up when the British insisted on 
rapid payment for goods. Marshal Tito 
wants long-term credits, but he finds Brit- 
ain and the U. S. unwilling to give them. 

Traveling alone, Marshal Tito’s 
Yugoslavia can go nowhere but back- 
ward. The country can get along on its 
own indefinitely under a peasant econ- 
omy if it gives up Marshal Tito’s dream 
of an industrial paradise. In that case, 
however, the Yugoslavs might well de- 
cide that they can get along without 
Marshal Tito, too. As a result, the Com- 
munist dictator who has defied Moscow 
is likely to increase his efforts to get help 
from the West to keep his regime going. 
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INDUSTRIAL PRODUCTION IS CRACKING UNDER 24-HOUR SCHEDULES 


For the workers—potatoes and promises of paradise 

















Big industry is the new goal 
in Brazil. Steelmaking, now a 
success, is whetting interest in 
other ventures. 

Five-year plan to get country 
off traditional ‘‘coffee economy” 
is in the works. Accent is on 
power, transport projects. 

Door is ajar for U. S. investors. 
Outside capital is needed to 
finance plants, utilities, other 
modernization. 


Success of Latin America’s first big 
steel plant, built at Volta Redonda 
with U. S. financial and technical help, 
is whetting Brazilians’ appetites for 
more industries to utilize their coun- 
try’s rich resources. 

The plant, now in its first year of full- 
scale operation, is turning out rolled 
steel at the rate of about 250,000 tons 
annually. This output is the biggest 
factor in the increase in Brazil’s steel 
production shown in the accompanying 
chart. 

Volta Redonda is finding a ready 
market for its steel. It is making rails, at 
competitive prices, for Brazilian rail- 
ways and is furnishing steel for local in- 
dustries and for export to Argentina. 

What is more important, in the minds 
of most Brazilians, is the profit record 
that this project is making. The plant 
has earned and is paying a 6 per cent 
dividend to the mixed corporation of 
Brazilian Government and _ private in- 
vestors that owns it. And it is amortizing 
the $45,000,000 loan from the Export- 
Import Bank that made construction 
possible. 

Showing made by Volta Redonda is, 
as Brazilians see it, the clinching argu- 
ment for industrialization. Brazil has 
many factories making consumer goods, 
particularly textiles. There have been 
some increases in such basic items as 
cement, coal and pig iron, and even in 
steel from much smaller mills. The plant 
at Volta Redonda, however, is Brazil’s 
first large venture into the field of heavy 
industry. That is why its success is mak- 
ing such an impression. 

Doubters who thought the plant would 
fail now are boosters for industrializa- 
tion, Many Brazilian businessmen and 
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Brazil’s Drive for Heavy Industry 


Reported from RIO DE JANEIRO 


officials who used to think in terms of 
coffee exports are talking now about 
hydroelectric power, mineral develop- 
ment, better transportation, more efficient 
workers and big industries. All these 
ideas have been wrapped up in a five- 
year plan that is before Brazil’s Congress 
for action. 

Five-year program to speed up 
development is called the Salte Plan. 
It takes its name from the initial or first 
syllable of each of the four major prob- 
lems it will attack: satide (health), 
alimentos (foods), transportes  (trans- 
portation) and energia (power). All tie 
in closely with industrialization. 

Health is a major problem for industry 
because disease cuts the productive 
capacity of millions of Brazilian workers. 
The plan calls for spending $131,000,- 
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000 to fight malaria, tuberculosis ay) 
other diseases and to provide hospita 
and care for mothers and children, 
Food production is to be expanded 
a cost of $185,000,000. Although lar 
areas in Brazil are fertile, the county 
does not produce enough to feed its 
Result is that food prices are too hig 
and undernourishment cuts the efficien, 
of many workers. The country is speni 
ing millions of dollars to import, fo; 
Argentina and elsewhere, _high-prig 
food that could be produced at home. 
The food phase of the Salte Plan py. 
vides for soil conservation, improveme 
of the types of crops and mechanizatig; 
of farms. Only about 23 per cent ¢ 
Brazil’s farms have such equipment 


tractors. The idea is to step up fan 
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production by making modern machinery 
wailable to farmers. Much of that ma- 
chinery is to be manufactured in Brazil. 

Transportation is-the largest item in 
the Salte Plan, for it is Brazil’s biggest 
need, With a population of 45,000,000 
and an area larger than the U.S., Brazil 
has only a twelfth as much railway 
mileage and a fifteenth as much road 
mileage as the U.S. has. 

Thousands of square miles that con- 
tain productive soil and rich minerals 
never have been settled because they 
lack transportation facilities. Even in 
the developed fringe of the country, 
which lies along the Atlantic Coast, 
yoads, railways and ports are not 
adequate. 

The Salte Plan, thus, provides for 
spending $400,000,000 on transporta- 
tion. It calls for building and modernizing 


wads, rehabilitating and expanding 
ports, improving and extending rail- 
ways, dredging rivers and digging 
canals. 


Power phase of the plan covers ex- 
ploitation of natural-gas and oil deposits, 
better utilization of known coal fields 
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and discovery of new ones, electrifica- 
tion of railways and conservation of 
forests by substituting other fuels for 
charcoal. Cost of the power phase is 
estimated initially at $150,000,000, but 
experts say it will cost far more to carry 
out the developments that are planned. 

Financing is the big problem that 
Brazil’s Congress is running up against 
as it considers the Salte Plan. Total cost 
of the program is estimated at nearly 
$1,000,000,000. Some Brazilians want 


their Government to pay most of it. 
Others, including President Eurico 
Gaspar Dutra, want private investors 


from abroad to do a large share of the 
job. These two ideas now are colliding 
head on. 

With present taxes, the Government 
cannot finance much, if any, of the pro- 
gram; a deficit of $100,000,000 already 
is in prospect for next year, without the 
Salte Plan. There is talk now of raising 
funds for the Salte Plan by such means 
as higher import duties, a _ special 
economic-development tax or a 5 per 
cent levy on exports. Nearly any new tax, 
however, would add to the hardships 
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...AND A SLIGHT INCREASE IN COAL OUTPUT 
The goal: large-scale industrialization. The question: how? 
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of a population that is having trouble 
trying to make ends meet now. Congress, 
thus, is likely to think a long time before 
imposing taxes for the Salte Plan. 

Credits from the Export-Import Bank 
and the International Bank can _ help. 
Export-Import Bank loans, besides mak- 
ing Volta Redonda possible, are mak- 
ing accessible the Rio Doce Valley iron 
ore that American steelmakers want. A 
$75,000,000 loan from the International 
Bank is to help finance some electrical 
developments. There is little likelihood, 
however, of loans from these sources to 
pay for the bulk of the Salte Plan. 

“Soft” European currencies owned by 
the Brazilian Government can be used 
to pay for some parts of the plan. Brazil 
has ordered an oil refinery and 90 loco- 
motives from France, to be paid for with 
francs now on hand. Soft currencies, 
however, will not go very far with a 
program to cost nearly $1,000,000,000. 

Quite a little of the Salte Plan, can- 
not be carried out within the allotted 
five years unless private capital helps on 
a big scale. Brazilians are willing to let 
American investors come in and _ build 
factories and utilities; capital is moving 
in now for this purpose. They are will- 
ing to have private investors improve 
Brazil’s agriculture, as the Rockefellers 
are doing. There is serious trouble, how- 
ever, over foreign development of 
mineral resources, especially petroleum. 

The Communists and the extreme na- 
tionalists want to keep all mineral re- 
sources in the hands of the Brazilian 
Government. They raise the cry of 
“Yankee imperialism” every time some- 
body suggests that foreign companies 
be allowed to find and exploit oil de- 
posits. The moderates, however, say 
that there will be no large-scale develop- 
ment of oil in Brazil unless foreign com- 
panies with the necessary money and 
know-how are allowed to undertake it. 

Differences between these two groups 
are keen as Congress tries to enact a 
petroleum policy. With domestic output 
almost negligible, Brazil is paying about 
$30,000 a day in scarce dollars for im- 
ported oil. American companies are 
ready to put $100,000,000 into prospect- 
ing for the big oil deposits that are be- 
lieved to exist in Brazil. Yet Congress, 
after nine months of study and argu- 
ment, has failed to open oil development 
to foreign companies, and no agreement 
is in sight. 

Prospect, thus, is that there will be 
no important development: of Brazil’s 
oil resources soon. On many other parts 
of the Salte Plan, however, progress is 
being made even before Congress passes 
the plan, for Brazilians now are industry 
minded. They are out to make their 
country one of the world’s great in- 
dustrial powers. 
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LUMBER COSTS GOING DOWN 


Reported from SEATTLE, PORTLAND and SAN FRANCISCO 


Boom in West Coast lumber 
industry is drawing to an end. 

Inventories are rising as orders 
fall sharply from a year ago. 
Prices for poorer grades of lum- 
ber are tumbling fast. 

Buyers are increasingly choosy 
about the lumber they want. 
Only the very top grades and 
sizes find a ready market. 

Well-established mills have a 
strong competitive position. 


The West Coast lumber industry is 
finding out what happens when a 
boom ends. Prices weaken. Buyers get 
choosy. Bankers become cautious. 
Stocks pile up. Small operators, with 
slender finances go broke. But well- 
established firms still handle a good 
volume of business. 

All this has happened to lumber op- 
erators in this area, even though 
lumber still brings around three 
times the prewar price. The basic 
cause is that the supply of lumber 
has at long last overtaken demand 
in many grades. At the present 
time, with winter close at hand, the 
lumber industry looks forward to 
several leah months. 

Lumber is a prime exhibit of a 
boom product. Demand during the 
last 10 vears has sent prices far out 
of line with other commodities. The 
all-commodity price index in Sep- 
tember was 238 per cent of August, 
1939. Cement was 146 per cent; 
brick and tile, 174 per cent. But 
lumber stood at 352 per cent. To 
be more specific: Douglas fir prices 
averaged $18.90 per thousand 
board feet at the mill in 1939, 
reached $70.55 last year and by 
mid-1948 were at $78.90. 

Production, meanwhile, is at a 
record rate of 35,000,000,000 board 
feet a year, compared with 30,000,- 
000,000 at the wartime peak. At 
the same time, housing starts be- 
gan to decline in April and have 
been dropping since. Mill orders 
for lumber are 30 to 35 per cent 
below a year ago, while inventories 
are up 40 to 45 per cent. 
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Competition is taking hold with 
painful results to some operators. South- 
ern vellow pine is selling in Chicago at 
less than Douglas fir costs at Pacific 
Coast mills. Canadian spruce prices have 
come down, and Mexican pine is going 
into the Southwest at lower prices. The 
result is that Western lumber prices are 
breaking. Douglas fir 2 by 4s sold for 
$72 a thousand feet in September. Now 
they are down to $60. 

Worse than the price break, however, 
is the increasing choosiness of buyers. No 
longer will dealers accept lumber in 
assorted sizes and of varying quality. 
They specify what they ‘want, refuse to 
pay if they don't get it. This has meant 
disaster to a number of small “pecker- 
wood” operators who have been ac- 
customed to go into forests, cut what they 
can and sell their cut for the prices they 
asked. These operators are not geared to 
dry, finish and grade lumber, and _fin- 
ished lumber is the only kind that finds 
a ready sale at present. 

Some banks in Seattle have stopped 
lending to small operators. One San 
Francisco bank won't even grant a se- 





—Weyerhacuser Co. 


LUMBER 
.-.@ prime exhibit of a boom product 





cured loan on lumber if there is ay 
chance that the bank will have to tak 
the lumber offered as security. The res} 
is that a lot of “peckerwood” mills ay 
going out of business. This probabh 
means a cutback in production, sing 
more than 50 per cent of Western lumbe; 
is produced by small mills, compared 
with 31 per cent in 1942. 

High-grade lumber, however, still com. 
mands high prices. Hardwood flooring 
brings from $160 to $170 a thousand 
feet, and dried pine and fir, cut to speci. 
fications, can be sold at recent top prices 
It is the market for ungraded, wet, w.- 
sorted and unfinished lumber that has 
collapsed. And this is the type of lumber 
that small operators have in abundance. 

Industry pattern now shaping w 
for lumber appears to favor the estab- 
lished, well-financed mills, with large tin. 
ber stands of their own. These mills can 
be selected in their cutting, are able to {il 
orders to specifications and seldom have 
to make distress sales simply to realize 
cash from the lumber they have. 

The larger companies also make more 
economical use of timber. The Long 
view, Wash., plant of the Weyer- 
haeuser Timber Co., for example, 
uses as much as 90 per cent of all 
timber cut. Peeler logs are made 
into plywood, bark is used as a 
glue extender, and refuse goes int 
pulp. The Masonite Corp. at Ukiah, 
Calif., has a new plant that will use 
the entire tree, except for branches 
and bark, to make pressed board. 

Firmly established concerns are 
not unduly alarmed about present 
conditions in the lumber market. 
They expect long-term demand to 
continue high, after current ad- 
justments are made, and they are 
getting near top prices for better 
grades of lumber. They also are 
satisfied with inventory conditions, 
since sales continue to run at about 
four-and-a-half times inventory. 
compared with a prewar rate of 
sales at two times inventory. 

The end of the spectacular lum- 
ber boom is expected to be hard 
only on the new entries into the 
industry. Before the present lull in 
lumber buying ends, a good man) 
of the 800 new mills organized in 
California since 1939 are expected 
to close their plants. But market 
conditions are not now worrying 
larger mills. 
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BERLIN....PARIS....WASHINGTON....BUENOS AIRES.... 


‘obabh 
. SINCE 
— Dollars, it turns out, can't buy everything. Even dollars up in the bil- 

lions can't seem to settle arguments among friends, can't guarantee that France 
ss and Britain will agree with the U.S. in return for a steady flow of loans and 
yusand grants. Disagreements, some of them quite deep, keep coming up to the surface. 
speci Berlin crisis finds West's Big Three putting up a front united in principle, 
ig but tending to crack in practice. It's enough of a crack for Russia to exploit. 
at has Ruhr dispute reveals a split between France and U.S. so wide that the U.S. 
umber apparently sees no way to bridge it, proposes instead to look the other way. 
ya Western Germany strains Big Three unity on issue of dismantling German 
estab- plants for reparations, on merging of French zone with others, on questions of 
— socialization vs. private enterprise, on right of U.S. to be the big boss. 


to fill 
have And, apart from Germany, there are these additional differences: 


ealize U.S. of Europe, talked up by French, gets a cool reception from the British. 
more Italian colonies remain a complicating factor among the Western allies. 

Long: Palestine continues to test U.S.-British relations, to touch tender spots. 
“— These are just a few of the differences among the Western allies. Other 























mple, 

of all differences remain submerged. U.S., for all its power, can't quite ignore them. 
made 

me West's differences on Berlin go a little deeper than the diplomats let on. 
‘kiah, On the surface, differences between France and the U.S. are no more than 

ea minor questions of tactics, matters of phrasing, of technical detail. 

— Under the surface, the differences appear more important. 





$ are U.S. position emphasizes difficulties, changes Russians are making in Ber- 
wens lin, changes that U.S. feels make negotiations with Russians over Berlin futile. 


irket. 
id to Might be wiser, U.S. hints, to put off bargaining until West is stronger, 


ad- through recovery program, through North Atlantic alliance, through rearmament. 


fd French position is that West is almost as responsible as Russia for Berlin 
are crisis. French warned U.S., Britain that building up Western Germany would 
am, force Russians to retaliate, as they have in Berlin. Russians, in this view, 


bout 
tory, may have a case, after all. So the French lean toward conciliatory tactics. 
e of Real difference between U.S. and French positions, as a matter of fact, 


bie comes down to this: French would rather settle Berlin crisis now, even if it in- 

rard volves conceding somewhat to Russians; U.S. wants to wait the Russians out. 

be Difference is not enough to split Western allies wide open, but it is 

any | enough to reduce West's bargaining power, to give Russia another wedge to hammer. 

1 in 

- Ruhr dispute is more fundamental. It's a far-reaching argument between U.S. 
and France, with Britain in the middle, on how to prevent World War III. Policy 


ing 














(over) 


RTF ssue of December 3, 1948, Volume XXV, No. 23 27 











WORLDGRAM== (Continued) 





on Germany, not just the Ruhr, is at issue. It's one thing France is united on. 

It is a controversy that has been simmering ever since the war ended. What 
stirs things up now is the U.S.-British announcement authorizing Germans to 
serve as trustees for Ruhr coal and steel industries, under Allied supervision. 

French argument, reflecting France's history, runs this way: 

Weak Germany is necessary if Europe ever is to have lasting peace. 

Strong Germany, capable of invading France for a fourth time, can grow all 
too easily out of a unified, centralized Western Germany, a rebuilt Ruhr. 

Russia is not the enemy, after all. Germany is the one to watch. 

Solution, therefore, is to keep ownership and control of Ruhr industries, 
which are essential to a strong Germany, out of German hands, under international 
control indefinitely. U.S. trustee plan points the other way, so is dangerous. 








>> U.S., more worried about Russia than about Germany, sees it this way: 
European recovery can't wait for peace settlement to make final decisions 
on Ruhr industries. All of Europe needs Ruhr coal and steel now. 
Temporary arrangement, permitting Ruhr to produce, yet postponing decisions 
on ownership of industries, is therefore indispensable, need not be dangerous. 
U.S. taxpayer, furthermore, wants to be relieved of subsidizing Ruhr. 
German trustees will operate Ruhr under strict Allied supervision. 
Question of security, threat of German resurgence, in any case can't arise 
while Allies occupy Germany, can be taken care of in the peace settlement. 
Effect of this U.S. stand is to brush aside French argument. Concessions 
inviting French to sit in with U.S., British supervisors of Ruhr may appease 
France somewhat, but not heal the breach. It remains a big U.S.-French difference. 

















>> Inside France, Gen. Charles de Gaulle hopes to be able to capitalize on this 
aifference. U.S. officials watch his campaign with considerable anxiety. 
Publicly, U.S. officiais can say nothing. Privately, they fear the coming 
of General De Gaulle into power in France, fear what it would mean to the U.S. 
Marshall Plan, with De Gaulle in power, would run into the General's in- 
sistence on using ERP aid without interference or guidance from the U.S. 
U.S. ideas on trade would clash with De Gaulle's belief in high tariffs. 
Defense of Western Europe, if Gen. De Gaulle had his way, would apparently 
revolve around the French Army, bypassing British, ignoring U.S. ideas. 
Labor ideas of De Gaulle, so far as they are known, call for an end to col- 
lective bargaining. Trouble in French labor, in production, is thus predicted. 
Chief U.S. ally, in Gen. De Gaulle's opinion, ought to be France rather 
than Britain. That could be expected to cause a bit of trouble, too. 

Having these fears, U.S. officials are watching Gen. De Gaulle's rise, not- 
ing that he still lacks the backing of French labor, figuring that voters may 
Still prefer the middle way between De Gaulle and the Communists. 

















>> Political maneuvering of a very different kind is going on in Argentina. 
President Juan D. Peron, who runs that country, is asking voters to stream- 
line the constitution. All signs are he is to get pretty much what he wants. 
New constitution is to authorize controlled economy, Government control of 
agriculture, labor, industry, curtailment of the rights of private property, 
less freedom of speech and of press, a tighter squeeze on foreign capital. 
It amounts to writing the Peron policies into a legal form hard to change. 
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BUT he ean stop burglary 
and burglary damage Zosses/ 





WHO IS HE? He is a trained Insurance Agent. should be made off with . . . if your premises 
He knows exactly how to provide your com- are entered, your safe robbed, your stock stolen 
pany with the maximum of protection against . . . or if thieves destroy valuable records. 


burglary loss and burglary damage losses for a . 
ne . There is a U. S. F. & G. Agent in your com- 
minimum of premium outlay. . ; ; ey 
munity who will be glad to discuss your insur- 


He will show your company how to avoid ance needs at your convenience, without 
having to make up heavy losses if your payroll —_ obligation. Consult him today! 


“Consult your Insurance Agent or Broker as you would your Doctor or Lawyer” 














United States Fidelity & Guaranty Co., Baltimore 3, Md. 
Fidelity & Guaranty Insurance Corp., Baltimore 3, Md. 
° ° e e Fidelity Insurance Co. of Canada, Toronto 





























ROADEO RESULTS PROVE THAT 





YEAR AFTER YEAR, MORE DRIVERS WIN 
WITH REO THAN WITH ANY OTHER TRUCK! 


The American Trucking Associations’ 
TRUCK ROADEOS are the _ world’s 


toughest contests of driving skill. Every 





year champion drivers—winners of all State Roadeos 
—take part in gruelling National Roadeo competition 
to find the nation’s best and safest truck drivers. 
Contestants in both the State and National Roadeos 
have free choice of any make of truck—and six out 
of eight national champions, in all divisions, for the 
last three years, have picked Reo Trucks. 


This year, two out of three chose a Reo! Why? Be- 
cause champion drivers know the advantage of Reo’s 
shorter wheelbase. 


This wheelbase is inches shorter than the wheelbase 


of comparable models of other makes of trucks. It is 

a feature of the exclusive Reo “More-Load” design, 

which gives Reo the same payload capacity, yet much 

greater maneuverability—a shorter turning radius 
for easier backing, turning, parking. 

On the highway or narrow city streets, in everyday 

driving or on the Roadeo course, Reo’s maneuver- 

ability, smooth operation, responsiveness, and excep- 
tional visibility show any driver at his best. 

Yes, the Roadeo’s designed to test the drivers—but 
it tests the trucks they drive, too. And 
for the Roadeo or open road, the 
champions’ choice is Reo! 


REO MOTORS, INC., LANSING 20, MICH. 








In the Past 3 Years, Reo Drivers Won 
* 6 OUT OF 8 NATIONAL CHAMPIONSHIPS! 


* 5 OUT OF 8 NATIONAL 2nd PLACES! 
* 58 OUT OF 135 STATE CHAMPIONSHIPS! 
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In 1948, Reo drivers win 2 


For the second straight year, Chester Smith proved himself 
master of the largest over-the-highway trucks. Chet covered 
the rugged Roadeo course in the truck of his choice, a huge Reo 
Truck with Full Trailer, to win. He has a 14-year accident- 


free record with Reliable Transportation Co., Los Angeles. 


YEAR AFTER YEAR, 
MORE DRIVERS WIN 





WITH REO THAN 
WITH ANY OTHER TRUCK! 











out of 3 Championships! 


Thomas Bennane, second Champion in two years to win the 
Straight Truck crown in a Reo, swung skillfully around the 
tricky A.T.A. Roadeo course to score 385.62 of a possible 


400 points. He won over drivers in almost every make of 


truck. Tom drives for Trucking Incorporated, Detroit. 


TRUCKS AND BUSES 
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Spending for Education in U.S. 
Outstripped by Foreign Aid 
And Defense 


(1948-49) 
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FE EWER DOLLARS now are being spent in U. S. for educat- Boost is x 
ing the nation’s youth than are being spent for aidingBtion. Its 
people abroad. Dollars spent for military defense far e $15,000, 

ceed those spent for either education or foreign aid. J The s 

a: Education, as the Pictogram shows, is costing $5,523; Educ: 

on eae 000,000 in the 1948-49 year. This is the cost of publifsince 19 
schools, private schools, parochial schools, colleges, ul fforeign 
versities. It is a cost borne largely by States and loci ligible i 

governments. 000,000. 

Aid for people abroad is to cost about $7,200,000, % Educ: 

in the year that began July 1. Cost of this aid is comitf Bincome 

out of the Federal Government’s budget and is met Back in 

largely by those who pay income taxes. That cost Bless tha 

nearly $2,000,000,000 more than the cost of all education than 6 p 

in the United States. cent of 

Defense in this year is to cost $12,300,000,000. Tht qo g 
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cost is nearly two and one-half times the cost of educa- 


ftion. Its trend is strongly upward, with a minimum of 


$15,000,000,000 in sight for the year beginning next July 1. 
The shift in spending emphasis since 1940 is great. 
Education, before the war, cost $3,200,000,000. Increase 

since 1940 is modest in comparison with the growth of 

loreign aid and defense. Aid for people abroad was neg- 
ligible in 1940, and armed forces cost less than $1,660,- 

000,000. Increase in defense cost is about seven times. 

_ Education takes an even smaller proportion of national 

income than in prewar years. It now takes 2.5 per cent. 

Back in 1932-33, when education expenditure dropped 

less than depression incomes, the school bill took more 

than 6 per cent. In prewar 1939-40, education took 3.9 per 
cent of a larger income. 
To get better education, U.S. Government is being 
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asked to carry part of the cost. That cost now is borne al- 
most entirely by local taxes on real estate and by State 
income taxes. Those sources of revenue are limited, 
particularly where incomes and property values are low. 
In one State, it is estimated that, if the State’s entire 
revenue from an ideal tax system went to the schools, the 
level of education would still fall. below that in some 
wealthier States. 

Congress, thus, is to be asked to begin in 1949 a federal 
subsidy to States for education. Starting subsidy would be 
$300,000,000 a year. 

How big that subsidy might grow in time is the ques- 
tion that is bothering some revenue experts. For an in- 
dication, it is estimated that the cost of raising education 
levels in all poorer States to a par with wealthier States 
would be $3,000,000,000 a year. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 
GEORGE WASHINGTON 








MYSTERIES OF THE ELECTION: 
LAST-MINUTE CHANGES IN THE TREND 


AN INTERVIEW WITH ROY A. ROBERTS 








EDITOR’S NOTE: For years Roy A. Roberts of 
the Kansas City Star has been regarded as an 
observer who knew the trends of national politics 
long before they got started from the grass roots. 
Well known from one end of the country to the 
other as a successful Washington correspondent, 
then managing editor and now president of the 
Kansas City Star, Mr. Roberts was invited to ex- 
press his views on the baffling aspects of the last 
election. He has been particularly familiar with 
the Midwest and has had the experience of bat- 
tling and overthrowing the Pendergast organiza- 





tion in Kansas City. Mr. Roberts doesn’t think 
the newspapers can compete with political or- 
ganizations in influencing elections unless some 
vital issue is at stake. He says that the last cam- 
paign did not arouse the voters and that changes 
in the last 30 days on the part of an extraor- 
dinarily large segment of “undecided” voters 
materially affected the final outcome. 

This is another in the series of interviews that 
U.S. News & World Report has been presenting 
with leaders in business, labor, agriculture and na- 
tional affairs. 





Q Mr. Roberts, would you say that the political re- 
porting done in the campaign that has just closed dif- 
fered in any way from that which you have observed 
in previous campaigns? 

A Indeed, I think there was a substantial and very 
significant difference in the reporting in the last 
campaign than that done in most of those in the 
past. 

From the outset of the conventions, everyone as- 
sumed Mr. Truman was beaten. The splits in his 
party, the efforts to dump him before the convention, 
all gave a background beginning for the campaign as 
one of hopelessness. The result was that neither maga- 
zines nor newspapers nor radios did the “digging at 
the grass roots” and on the “lower East Side” to find 
out what the public was thinking. It should teach us 
something that is very fundamental but which we get 
careless about and overlook, and that is—No election 
is over until the ballots are in the boxes and counted. 
In short, everyone assumed Mr. Dewey was going to 
win, and wrote this, and the more it was written the 
more it was believed. 

Q Do you watch the political situation intensively 
in the three States adjacent to you—Missouri, Iowa 
and Kansas? 

A The two States we watch particularly are Mis- 
souri and Kansas with an eye also on Oklahoma. We 
covered Missouri intensively. We did so because we 
realized the State was doubtful. In our pre-election 
articles we gave the State to Truman, but by a close 


margin. We failed entirely to pick up the overtum 
both in the country districts and in the cities of thi 
voters. We called the turn on the State, but the me. 
jority was so large it was really nothing to boast about 
for the result showed we did not know what was goin 
on. Our reporters—and I had three out over the Stat’ 
of Missouri throughout the campaign—kept bringing 
in word of a great mass of undecided voters, mud 
larger than in the past, but they didn’t foresee hov 
they were going to cast those ballots. 

Where we erred was in splitting this vote about eva 
between the two parties, instead of digging as hard a 
we could to find out that practically 90 per cent was 
going to Truman in the end—which it did. As for 
Kansas, we knew the State was going heavily Republi 
can, and it did, but our estimates were off some 50,0! 
votes. 

Frankly, we never canvassed Kansas as we gét: 
erally do because there was no particular reason to di 
so. We did dig in on the wet and dry issue, which wa 
the only fight in the State, and we called the turn a 
that toa “T”. If we had applied the same endeavor t0 
the presidential race, I am sure we could have caugtt! 
the farmers’ swing to Truman at the end. It might! 
have given us the clue to the election, but because tht 
State was one-sided, we didn’t do it. 

Q Would you say that most newspapers in youl 
area, and in fact in other parts of the country, pit 
sented the news of the campaign impartially a 
objectively? 
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“1 wholly disapprove of what you say but will 
defend to the death your right te say it.”’ 


VOLTAIRE 





overnor Dewey would have won easily a month earlier—Opinion polls blinded 
servers to collapse of Wallace campaign—Fall in price of corn 


warted farmers’ change—Labor people got out the vote. 


A Both during the campaign and after the election 
studied many papers and I found that with few ex- 
eptions they printed the news fairly and objectively. 
Presg-association services, of course, were scrupu- 
wusly fair. That’s the function of the newspapers and 
e press Service. 


When the Shift Began 


| Q When did you observe in the recent campaign 
uny change in the trends? 

A I would say about six or seven weeks before the 
lection. The most notable change in the trend was 
he statt of the collapse of the Wallace movement, 
which kept on collapsing right up to Election Day. Of 
ourse that should have been the signal, a great big 
warning signal, that the election might be close. But 
we all looked at the polls. We couldn’t get our minds 
off them, thought the thing was settled, and didn’t 

ink as we would normally. It never pays to take 
dections for granted, and that is what everyone did. 

e were all guilty. 

Q Was the outcome of the campaign a surprise to 
the local Democratic as well as the Republican 
leaders? 

A Curiously, the political managers in Kansas, Mis- 
souri and Oklahoma were as badly taken in as anyone 
ese. The politicians had “pollitis” just like the news- 
papers and magazines, radio and commentators did. 

Very frankly, I think the whole election turned on 
the polls. If the Republicans hadn’t believed them, 
they would have made a different type of campaign 
and they certainly would have carried enough close 
States to have won. The polls dictated the campaign 
strategy, and when the polls were wrong, the strategy 
failed. I don’t pretend to be an expert on polls, but 
they certainly are wrong when they say people’s minds 
are made up months before. Dewey would have won 
in a landslide 30 days earlier. Truman won in the 
finish, People are human beings, and human beings 
change their minds. The sheer, smug confidence of the 
Dewey campaign drove a lot of people to Truman 
out of sympathy. 

The drop in the price of corn the last few weeks of 
the campaign raised the dickens with the farm vote. 
Truman charged again and again that the Republican 
Congress had been unfriendly to the farmers. He cited 








8 one of his proofs the failure of that Congress to 





provide for Government storage of grain. When corn 
prices began to slide and loans could only be made on 
corn stored in approved warehouses, and there was no 
place to store, the farmers took the charge seriously. 
Mr. Dewey made no effort to meet it, except his gen- 
eral pledge of maintenance of price support. Polls 
taken earlier didn’t get this switch. Better reporting 
would have caught this, and should have. That was 
where the election was lost to Dewey and the surprise 
came to newspapers and everyone else. 

Q Do you believe that the work of political organi- 
zations can or does overcome the views on public ques- 
tions expressed by newspaper editorials? 

A The newspaper’s function in a campaign is en- 
tirely different from that of a political-machine or- 
ganization. When people are really excited, the news- 
paper can get them out and get them registered by 
public appeal. But the prime function and business of 
a newspaper is not politics. It is to tell the people the 
news and to serve the readers with world-wide as well 
as local reports, with entertainment and advertising 
values. If its prime business were politics, it ought to 
build an organization, because you need an organiza- 
tion if you expect to win, especially in the big cities. 

I talked to a local labor leader the other day. He re- 
marked that less than 20 per cent of their membership 
was registered in our city election last March. By all- 
out organization work, by personal solicitation, by 
house-to-house calling, 90 per cent of the membership 
was registered by Election Day in November. 

On the other hand, so confident were the Repub- 
licans of victory, there was entirely too much golfing 


' and sitting around the club and telling how better 


times were coming and too little getting of the voters 
to the polls. 


Power of Organization 


Q In your observation of the Pendergast organiza- 
tion, which we know that you opposed consistently 
through the years, would you say that this organiza- 
tion has won elections, notwithstanding your own ad- 
vocacy of the other side? 

A We got licked for years by the Pendergast ma- 
chine when they had a big padded registered list. By 
going through a long series of campaigns we really got 
honest elections and some 50,000 names came off the 


(Continued on page 36) 


















books. Observing politics over a long period of 
years, I believe organizations can influence 25 to 
35 per cent of the vote. But the point is that the 
organization can always get its vote out. When the 
people are interested or excited and they really 
march to the polls, you can swamp the organiza- 
tion, but ordinarily this is not the case. The aver- 
age person doesn’t get worked to that fever pitch 
very often and a newspaper that tries to do it 
election after election will fail in the job. 

If the efforts of the newspaper are backed up by 
organization work, that’s another thing, but as a 
rule you find the newspaper on one side and the 
hard-boiled political machine on the other. The or- 
ganization by word of mouth can tear down much 
of the editorial campaign in the newspaper. Funda- 
mentally, politics is a side issue with a newspaper 
where the chief concern is being able to achieve 
something for the community or State. The news- 
paper steps on a world of toes during the course of 
a year. If it were in the business of politics, it ought 
to build its own machine, but that isn’t its business 
or function. The political machine, on the other 
hand, has just one business and that is politics, and 
it works at it day and night if it is going to be 
successful. When a machine gets careless or arro- 
gant it will take a licking. 

We have won four city elections in a row with a 
bipartisan administration and a Hatch Act that 
prevents city employees from participating in city 
elections. 


Newspaper’s Local Influence 


Q Why do you think a newspaper is less in- 
fluential than a political organization? 

A It depends on the issue. On certain issues, the 
best precinct captain in the world is the newspaper 
going into the home twice a day, especially on local 
matters. But when the issue gets broader, the tight 
organization of the political machine, built down to 
the precinct with personal work, can exert more in- 
fluence because it is closer to the people than a 
newspaper is to the average reader. 

Q To what do you attribute the fact that the 
Gallup Poll showed Missouri so strongly Demo- 
cratic and showed Iowa, which its right next door, 
to be strongly Republican? 

A Curiously, the first Gallup Poll on Missouri 
was exactly right. The figures looked preposterous, 
and everyone, including Democrats, said it was. 
Subsequent polls narrowed the margin. If Gallup 
had stuck to his original prediction he would have 
hit it right on the head in Missouri, even though no- 
body believed it. In Iowa it was the opposite. His 
poll showed the State heavily for Dewey, although 
it went for Truman. It failed to record the shift in 
farm sentiment as corn prices went down. 

As for Kansas, it has a Republican background 
while Missouri has a Democratic background. 
Nearly all the courthouse and local jobs are Re- 
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publican in Kansas. There were many counties 
where there were no Democratic county tickets up 
on the local slate, and usually the local tickets bring 
out the votes more than do the State or national 
candi“ ates. 

Q . 0 you think the campaigns are decided be- 
fore ‘je speeches are made, or do you think 
speees during the campaign materially influence 
the result? 

A This time the election was won in the last 30 
days—in fact in the last two weeks. It is true the 
polls showed a large mass of voters undecided, 
larger than usual. The usual way is to take those 
undecided votes and divide them among those who 
do express an opinion. Just out of curiosity we had 
a few precincts checked here in town after the elec- 
tion by the same people who took the original poll. 
That check showed that 90 to 95 per cent of the 
undecided voters voted for Truman. This was 
clearly a case of a decision being made at the end 
of the campaign. 

Q Do you share the view being expressed in some 
quarters that confidence in the press has been less- 
ened as a consequence of the failure of the news- 
papers to predict accurately the electoral vote? 

A Personally I think the newspapers did not suf- 
fer just because a large part of them supported 
Dewey editorially. I think their failure to call the 
turn on the election shocked many people as it did 
the newspapers themselves. In the long run I think 
it will do the newspapers more good than it will do 
harm from any lack of confidence. By and large, 
the newspapers do a whale of a good job day by 
day, and that is what counts. 


———e 
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EXTRA BUYING POWER OF THE 
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PURCHASING POWER 
WHOLESALE COMMODITY DOLLAR 










“ies 


come 

























up $ Bm 4 ° PA , a 
ing WHOLESALE PRIC! EX, ALL COMMODITIES, compiled by the U.S. Bureau of Labor $ the 
al se cs eget ae, ey, aie, gp 
De- 
nk 
ce e As a national trend, the dollar in- tion costs, for much the same reason 
30 vested in construction today has extra that other prices are not expected to 
he st 
4 buying power compared to the dollar — drop abruptly. 
se invested for wholesale purchases. aa : ; 
ho e Positive steps leading to maximum 
ad : ° i : ; $ 
e Construction costs are tending to efficiency and speed in construction 
. stabilize at new normal levels, as are operations are being taken by leading 
as other prices in the national economy. general contractors in cooperation with 
id . . ; A aud 
e No quick or drastic reductions are the professional societies and other 
‘% to be expected immediately in construc- associations in the industry. 
2 
d 
1e 
d 
k 
oO 
y 
y America Progresses Through Construction ... Construct by Contract 
The ASSOCIATED GENERAL CONTRACTORS of AMERICA, Inc. 
More than 100 Chapters and Branches throughout America 
National Headquarters — Munsey Building — Washington 4, D. C. 














.Peop 







Reg. U.S. Pat. Off. 


le of the Week. 











Changes Planned by Democrats in Method of Controlling Senate: 
Mr. Lucas as Floor Leader Teamed With Working Vice President 


> Scott W. Lucas, of Illinois, is coming 
into the new Senate as a principal prop 
for President Truman’s legislative pro- 
gram. Mr. Lucas, a towering, kindly New 
Dealer, is in line for the post of party 
Floor Leader. There is no opposition to 
his selection. He is to be fitted into a 
leadership arrangement such as the Sen- 
ate has seldom seen. 

What this arrangement is, how it will 
operate as the issues of labor, taxes, 
housing and inflation controls arise, and 
what Mr. Lucas’s contribution to it may 
be are factors that will deeply influence 
the session ahead. 

Orders. In his prospective post as 
Leader, Mr. Lucas, a party man, also will 
be a follower. His directions will come 
from the White House. His job is to 
back the President’s viewpoint and try to 
enact his laws. Mr. Truman will say what 
should be done, and after that it is up to 
Mr. Lucas to work for Senate approval. 

For that reason the Senator is declin- 
ing, for the present, to talk of the bills 
that should be passed. He is waiting to 
see what is in Mr. Truman’s annual mes- 
sage. That will be his program. 

Subleader. The new floor chief also 
is to follow, in many ways, the lead of 
the Vice President-elect, Alben W. 
Barkley. This is something new in the 
legislative scheme. 

Mr. Barkley has held the leadership 
since 1937, and, as well as Mr. Lucas, 
knows intimately how laws are made. 
The Vice President-elect is popular and 
is skilled at the unseen manipulations and 
the application of pressures small and 
big that keep Senate votes in line. 

This is experience that can be of great 
value to both Mr. Truman and Mr. Lucas. 
None of the three has any intention of 
letting it go to waste. So Mr. Barkley 
is to be a working Vice President. He 
plans to take a large share of the Leader- 
ship work, especially the important chores 
that are done by quiet negotiation. 

Teamwork. This would mean that 
Mr. Lucas and Mr. Barkley, who get on 
well together, are to work as a team. 
Senate Democrats expect them to prove 
an effective combination, one that will 
work through friendly persuasion rather 
than by trying to dominate situations. 

Together, they are expected to devise 
strategy, lay out the Senate program, 
decide the order in which the various 

items of the President’s program will be 
brought up for debate and, insofar as the 
Senate’s rule of unlimited oratory per- 
mits, determine roughly how much time 
is to be devoted to each. 
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Mr. Lucas, like Mr. Barkley, is highly 
popular with other Senators of both 
parties. He is not the jovial, wisecracking 
mixer that Mr. Barkley is. If more re- 
served, he is however, unfailingly kind, 
considerate and courteous. The special 
job that appears to be awaiting him is to 
take charge on the floor of the Senate. 

Spokesman. In debate, Mr. Lucas 
probably will be considered the voice of 
the White House. That is something that 
usually goes with the Majority Leader- 
ship. Ideally, the leader must be ready 
to speak at a moment’s notice on any 
subject of current importance. When at- 





THE WORKING TEAM: BARKLEY, LUCAS, McCORMACK, BIFFLE 


As a result, Mr. Lucas is expected; 
go into many White House huddle; j 
which the legislative program is dey¢ 
oped and its progress followed. In thes 
sessions, it will be his function to kee 
the President advised of the Senate sit: 
ation and informed as to what, realis 
cally, can be done, what proposals m, 
have to be moderated because of oppos. 
tion and what others may be sharpened 
Mr. Barkley will go along, too, of cours 
and probably Leslie Biffle, who is slate 
to be Senate Secretary. The House yj 
be represented, according to expectatiox 
by Sam Rayburn, of Texas, as Speake 
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—Harris & Ewing 


... friendly persuasion is preferred to domination 


tacks are made on the President, it is 
the leader’s responsibility to see that they 
are answered at once, either by speaking 
himself or seeing to it: that some other 
Administration man takes up the defense. 

Mr. Barkley excelled at this. He liked 
spirited debate and could be scathingly 
harsh or persuasively humorous as_re- 
quired. But a Vice President is precluded 
from making Senate speeches. 

Mr. Lucas also is considered an eftec- 
tive speaker, given mostly to solemn 
forcefulness. He has made searching and 
serious-minded study of current prob- 
lems and knows them intimately. The 
Democrats count on Mr. Lucas to be a 
tough exponent of the Truman program. 

Policy making. The Floor Leader is 
to have a part in formulating the program 
he must support. President Truman plans 
a close relationship with his congressional 
lieutenants, something hitherto lacking. 





and John W. McCormack, of Massachv: 
setts, as Democratic Floor Leader. 

Problem. Mr. Lucas’s biggest problen 
is to be a continuing one. This is the 
tendency of conservative Southern Demo- 
crats to merge with the Republicans i 
opposition to liberal proposals. Mr. Luca 
has a 10-vote Democratic plurality be 
hind him, but on some issues it is e& 
pected to vanish into such a coalition 

As a Border State Senator, Mr. Bar 
kley, a Kentuckian, has had a measure 0! 
appeal to the Southerners, an advantage 
that Mr. Lucas, from Illinois, obvious) 
cannot count upon. Where the South « 
concerned, Mr. Barkley is expected 
step into the lead. 

A new approach to the Southern prob 
lem is being tried. It consists of an effor 
for compromise on civil rights. If thi 
can be done, the Lucas-Barkley idea # 
that a party-splitting debate might b 
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| voided and proposals for restricting fili- 
justers abandoned. The Southerners 
I might be less inclined to bolt the Presi- 
S dent’s legislative program. 

liberal. Mr. Lucas’s rise to his pres- 
ent position is based on a deep-seated, 
lifelong liberalism and party loyalty. 

The liberalism was acquired in a pov- 
ety-ridden boyhood on a tenant farm 
in Southern Illinois. He worked his way 
through [Illinois Wesleyan and_ then 
fnanced a law course by playing pro- 
fessional baseball. He opened a law 
ofice at Havana, Ill., served in World 
War I and later became prominent in 
American Legion affairs. 

Veterans support gave him a start in 
politics. He came up the organization 
ladder, step by step. He was county at- 
tomey, State tax commissioner, then went 
into the House of Representatives, serv- 
ing two terms, from 1935 through 1938. 
In the latter year, he declared for the 
Senate and won after a grueling primary 
election battle against the Kelly-Nash 
Chicago Democratic organization. 

In Congress, Mr. Lucas has been ac- 
counted a studious lawmaker whose vote 
almost invariably went for the New Deal. 
He did break away a few times, notably 
inthe case of the Supreme Court enlarge- 
ment bill. Usually stanchly prolabor, he 
bucked the unions in 1946 by proposing 


' to curb strikes of nation-wide serious- 
' ness. He was “frightened,” he said, by 


one of John L. Lewis’s coal strikes. 

Nevertheless, the Chicago labor vote 
always has backed him. Since he comes 
from down-State Illinois, Senator Lucas 
is close to the problems of the farmer, 
too. Thus, he combines in his background 
the two principal elements that joined to 
produce Mr. Truman’s election victory. 
A supporter of the Truman program in 
the 80th Congress, he also worked hard 
for Mr. Truman’s election and stood by 
when many other prominently placed 
Democrats were deserting the President. 
As party whip he has been understudy 
and heir to the role of Floor Leader. 

At 56, Senator Lucas is tall, broad 
shouldered, handsome and athletic. He 
always is impeccably dressed, usually in 
double-breasted suits. He still likes sports, 
and plays baseball occasionally. He also 
likes duck hunting. 

Interim. Although Congress convenes 
January 8, the new Floor Leader is not 
to take over until after the inauguration 
of Mr. Barkley as Vice President on 
January 20. During that interim, Mr. 
Barkley will continue as party Floor 
Leader. He and Mr. Lucas hope to get a 
number of things attended to, including 
distribution of committee assignments, 
and getting the committees at work on 
the various Truman legislative proposals, 

After that comes the test of the new 
leaders’ effectiveness. A hard-working, 
determined effort to write Mr. Truman’s 
program on the statute books is in 
Prospect. 
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Gasoline from coal and shale 
is promised soon. Costs are de- 
clining. Government plans are 
big in this field. 

Steel industry is shifting to 
the use of lower-grade iron ore. 
This may mean higher-cost steel 
in the future. 

U. S. raw-material needs stay 
high. Rearming and aid to others 
boost requirements. But synthet- 
ics offer a way to expand re- 
sources, probably indefinitely. 


No letup in the heavy drain on U. S. 
resources appears to be in sight. Use of 
iron ore continues at a record rate. Oil 
use keeps rising. Replacement of saw 
timber is at a rate barely 50 per cent of 
current use. Reserves of strategic min- 
erals, including uranium for atomic 
power, remain strictly limited. 

At the same time, there is the prospect 
of added demand. Armament orders are 
increasing. Lend-lease is planned for 
Europe. China is asking for more of 
everything from cotton textiles to mili- 
tary weapons. Instead of enlarging stock- 
piles, U.S. is tending to use available 
materials as fast as they appear. 

Communist gains in China now threat- 
en the most important source of tungsten. 
One fourth of U. S. manganese, for steel- 
making, comes from Russia. More than 
four fifths of U. S. bauxite, chromite and 
mercury, plus all tin and nearly all nickel, 
comes from abroad. This country finds 
itself more and more dependent on ma- 
terials from all over the world. Yet, in 
event of trouble, the foreign sources of 
many materials are vulnerable to isola- 
tion by modern submarines that jeop- 
ardize U.S. control of the seas. 

Against this background, Government 
and industry are reassessing the outlook 
for raw materials. U.S., on the surface, 
gives the appearance of being almost de- 
nuded of raw materials. But, where scar- 
city problems arise, solutions are being 
offered by modern science. 

Synthetic oil, for example, promises 
the extra supply U.S. will need if over- 
seas oil is cut off. Department of Interior 
wants to start building an industry cap- 
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able of supplying 2,000,000 barrels of oil 
a day—about one third present needs. As 
a start, Congress will be asked to give 
Reconstruction Finance Corp., a lending 
agency, several hundred million dollars 
for loans to private companies that will 
build the first few plants. Three or four 
plants will be built in U.S. and one in 
Alaska if present plans go through. 

The future of synthetic oil depends on 
the ability of engineers to take oil eco- 
nomically from shale in the West and 
from coal in the East and in Alaska. 

Oil from shale is being made at the 
rate of 100 barrels a day at a Government 
pilot plant in Rifle, Colo. Several private 
companies are making shale oil in labora- 
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—General Electric Co. 


MODEL PLANT: ATOMIC POWER 


extensive research on a problem of oy. 
standing importance in National Affairs) 


NEW SOURCES FOR RAW MATERIALS 


Development of Synthetics to Offset Drain 
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tories, too. Costs on the present limite 
scale would run several hundred dollay 
a gallon. On a commercial scale, accord, 
ing to Bureau of Mines figures, cog 
would average 5.5 cents a gallon withoy 
allowing for interest and profit. Gasolize 
from natural petroleum costs 7 to § 
cents a gallon on the same basis. 

Oil from coal will cost more, prob. 
ably between 12 and 13 cents a gallop 
when and if produced at a rate of 1,000. 
000 barrels a day. A pilot plant of the 
Bureau of Mines at Louisiana, Mo., wil 
be producing 80 barrels a day in 195 
by burning coal and converting the x. 
sulting gas into oil products. Anothe 
type of plant at the same place, making 
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—Standard Oil Co., N.J, 


PILOT PLANT: SYNTHETIC OIL 
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DWINDLING NATURAL RESOURCE: TOP-GRADE IRON ORE 


To cut down U. S. dependence on foreign sources... 
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| by liquifying the coal, will be com- 
Leted early in 1949 and will make 200 
+) 400 barrels a day. A small plant at 
iibrary, Pa., operated by a coal and oil 
company Will make 10 to 20 barrels of 
lasoline a day by converting coal into 
3s, which is condensed into gasoline. 
"gil from natural gas will cost about 
-9 cents a gallon when large-scale out- 
nt is achieved. Carthage Hydrocol, Inc., 
representing a group of oil companies, is 
huilding a plant that will turn out 7,000 
harels of gasoline a day in 1950. RFC 
; supplying $9,000,000, or about half 
he cost for this venture. 

Government experts believe it is time 
‘0 start building a few larger plants. 
Capital investment required for a barrel 
a day of new capacity is $6,000 for nat- 
wal petroleum, $3,100 for oil from shale, 
$9,000 for oil from coal. The 2,000,000 
barrels a day suggested as a goal for the 
wathetic-oil industry would cost $12,- 
(00,000,000 and keep 200,000 men 
busy. Such an industry is years away, 
but it is the key to this country’s great- 
est oil reserves. 

iron ore in taconite is another great 


resource untapped as yet. Top-grade ore 
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“Careful, Henry! Don’t waste a drop—that’s Old Smuggler.” 


Ask for Old Smuggler the next time you order Scotch—and you 
will understand the reason for the words, “Careful, don’t waste a 
drop.” The historic excellence of Old Smuggler dates back 71 
years. It is composed and nurtured with patience and scruple— 
and distinguished by great softness and delicacy of flavour. 


W.A. TAYLOR & CO., N. Y. C. « Established 1888 « Sole Agents for U. S. A. 
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Hie name isnt on the door 
but ifs “his office” 


As he rolls swiftly, smoothly to his destination, in the privacy of 
a Pullman room, he has freedom of thought . . . freedom of action. 


Riding one of Union Pacific’s famous Streamliners to or from 
the West Coast, he can put in a full day’s work—without 


a 


interruption. 


At meal times, perfectly prepared food awaits him in the Dining 
Car. For relaxation, pleasant moments in a homelike Club Car. 


* * K 
For a full measure of travel pleasure . . . ride Union Pacific 
Streamliners. 
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"CITY OF LOS ANGELES” "CITY OF PORTLAND” 


Between Between 
Chicago ° Salt Lake City e Los Angeles Chicago « Portland ¢ Tacoma ¢ Seattle 
“CITY OF SAN FRANCISCO” * * > 
Between 


Also daily Streamliner service between 
Chicago-Denver . . . between St. Louis- 
Kansas City and West Coast. 


Chicago © Ogden, Utah © San Francisco 
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Special Report 


assaying about 50 per cent iron will jj 
only about 20 years longer at the pres: 
rate of use. But taconite, assaying abo, 
25 per cent iron, will last indefinite, 
reserves are sO enormous. 

The steel companies are spendiy 
about $100,000,000 in research work », 
taconite ores, according to one estima, 
U.S. Steel Corp. alone is spendin 
$2,000,000 on two pilot plants to proces 
taconite into pig iron. Four other simjly 
plants are provided in the company 
$34,000,000 ore-research program iy. 
ing into 1954. 

Tests indicate that costs of pig in, 
from taconite will be low enough ; 
make the domestic low-grade ores com. 
petitive with ores coming in from Cy, 
ada, Sweden and South America, }). 
creasing imports of ore are considera 
certain, however, and Canada especiall 
is looked to as a great future source ¢ 
ore. Eventually, more than $2,000,000. 
000 in new mills and other processing 
equipment may be installed by sted 
companies to process low-grade iron ore 





Remaining reserves of high-grade or 


are not evenly divided among companies 
Some are believed to have enough to las 
them more than 50 years; others ma 
run out of their best ore in 5 to 10 year 


In other minerals, the U.S. maf 
find it more difficult to discover and make} 


use of lower-grade reserves. Mining com- 
panies already have shifted to four suc. 
cessively lower grades of copper ore with- 
in the last 30 years. Despite that, U.§ 
needs have grown so great that fully half 
of the copper required has to be found 
overseas. 

Similarly, the U.S. now depends for 
about half of its lead and zinc on foreign 
sources, whereas domestic output satisfied 
needs after World War I. And the armed 
forces consider 50 minerals “critical” and 
required for stockpiles now, compared 
with only seven in 1939. For some of 
these minerals, including uranium, greater 
supplies may be obtained only through 
larger purchases abroad, One expert says 
U.S. uranium will be used up in 30 years, 
just in making bombs, without allowing 









Co 








for possible use in developing atomic § 


power. 

Increased power, from all sources 
available, is turning out to be the real at- 
swer to the U.S. materials problems 


Synthetic rubber, nylon and rayon, mag ff 
nesium, plastics and other materials ar 


wartime examples of what technicians can 
create from unsuspected sources if enough 
energy is put at their disposal. The future 
is sure to bring intense development of 
electrical energy from water and coal te 
sources, and possibly atomic power a 
solar energy too. That is counted on t 
unlock the new reserves of basic material 
the country needs to maintain its position 
in the world. 
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INDICATORS OF BUSINESS ACTIVITY 


Government spending for public 
works will offset a drop in physical 
volume of private construction in 
1949 and lend support to business 
activity, if official estimates of 1949 
construction are realized. 

Dollar value of new construction is 
estimated at $18,750,000,000 for 
1949, up 5 per cent from 1948. 
Private construction will hold at 
$13,750,000,000, almost the same as 
in 1948. Public will rise to $5,000,- 
000,000, up 24 per cent. 

Construction costs are to average 5 
per cent above average costs this 
year, Officials estimate. 

Physical volume of total construc- 
tion will be the same as in 1948. 
Volume of private construction will 
fall about 5 per cent below 1948. 

Estimates follow, in millions: 








Per Cent of Consumer 
Income* Spent for 
Goods and Services 














Average 
1929-41 








70 
1944 '45 '46 '47 '48 (3dqtr) 





* Personal income after taxes 











als are 
ins can & 
nough 

future § 
ent of § 
oal re F 
or and 
on to 

terials 

sition 


=PORT 





1948 1949 Percent 
change 
Total $17,775 $18,750 + 5 
Private 13,735 18,750 + 0O 
Residential 7,100 6,500 — 8 
Industrial 1,380 13800 — 6 
Commercial 1,260 1450 + 15 
Utility 2,535 2,750 + 8 
Farm 500 450 — 10 
Other 960 1300 + 35 
Public 4,040 5,000 + 24 
Highway 1,550 1,700 + 10 
Conserv. & 
devel. 600 750 + 25 
Sewage & 
water 450 550 + 22 
Educational 525 700 + 33 
Residential 65 150 +130 
Other 850 1150 + 85 


Conditions assumed by officials are 
that there will be no general busi- 


(1935-39 = 100) 


*ADJUSTED FOR SEASONAL VARIATION 


FACTORY PRODUCTION 


(FRB) ™“ 
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ness recession in 1949, that Gov- 
ernment spending for national de- 
fense and foreign aid will rise, but 
not so much as to deprive builders 
of needed materials and labor. No 
federal public housing is included. 


Dwelling units to be started in 1949 


are estimated at 875,000, compared 
with about 925,000 for 1948. 

uncertainty for 1949 is 
whether builders can switch quickly 
to production of economy-type 
houses. To build 875,000 houses in 
1949, builders must cut substan- 
tially the average cost of the U.S. 
home—now $8,000, exclusive of lot 


RETAIL TRADE 


—even though material and labor 
costs are still rising. It will be neces- 
sary to build smaller homes on 
lower-cost land, to use new ma- 
terials, new methods. 

Mortgage-money supply also is un- 
certain. Government aids to lend- 
ers are liberal, especially on low- 
cost homes. Some lenders, how- 
ever, back away from such loans. In- 
comes of small-home owners tend to 
be less secure. Inflation in small 
homes often is proportionately great- 
er than in larger homes. 

Industrial activity is still strong. 

Factory output held at 202 on the 
indicator below. 

Retail-store sales in October were 
$131,000,000,000 per year, un- 
changed for the fifth straight month. 

A slowing rate of consumer spend- 
ing is now apparent. Show of con- 
sumer income spent for goods and 
services, shown in the top chart, has 


fallen from 97.6 per cent in the sec- 
ond quarter of 1947 to 92.2 in the 
third quarter of this year. 


Earnings of factory workers, how- 


ever, rose to $54.64 per week in 
October, a new high. 


The cost of living fell one half of 


1 per cent in October, the first de- 
cline since March. 


Major support to business now is 


the rising rate of Government 
spending, appearing just as private 
spending threatens to fall. The fu- 
ture level of business continues to 
depend upon the pull of these op- 
posing forces. 
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CIO wants another round of 
pay raises for its members next 
year, even if living costs come 
down. Demands, if pressed to the 
limit, could bring more strikes 
than in 1948. 

Union leaders are counting on 
business profits to stay high 
enough to support a_ fourth 
round, if a mild slump occurs. 

“‘Red purge,’ too, has impor- 
tant meaning for employers. 


It will take more than a mild busi- 
ness slump or a moderate price drop to 
stop most unions from demanding <¢ 
fourth round of wage increases. Wage 
demands may be modified somewhat 
by a setback, but they will be pressed 
unless a severe depression is in sight 
by the time major contracts expire next 
spring or summer. 

That is the real story behind the head- 
lines of last week’s CIO convention in 
Portland. It is a story that was obscured 
by President Philip Murray’s attack on 
Communist unions. A similar story was 
unfolding among craft unions in the 
AFL’s convention in Cincinnati. 

Employers thus are served with notice 
that they will be expected to grant raises 
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FOURTH-ROUND CLAIMS OF UNIONS 


Reported from PORTLAND, OREG. 


even though -orders may be falling off 
at the time. If these employers offer more 
resistance than they did a year ago, 1949 
could see more strike activity than 1948. 

Leaders of most CIO unions, however, 
are discounting strike talk. They are pre- 
dicting that profits still will be high 
enough by mid-1949 to make increases 
possible. And they concede that, if there 
is a threat of serious unemployment, 
unions will hesitate to call strikes. 

Wage demands, this time, may be 
backed by a new set of arguments, if the 
cost of living is down. Unions will con- 
tinue to contend that prices have in- 
creased faster than wages since the end 
of the war, but they also will attempt 
other contentions to justify 1949 raises. 

Consumer income, it will be said, 
must be raised to guarantee full employ- 
ment. The CIO contends that it is neces- 
sary to increase the share of national in- 
come that is going to wage earners to 
keep the economy expanding. 

Standard of living of American work- 
ers must continue to rise. 

Profits are large enough to finance 
another round of increases. The official 
CIO line is: “It is possible for wages to 
increase and living standards to improve 
within the framework of a reasonable 
profit structure for American industry.” 

This might be taken to mean that the 
CIO will be willing to forego wage in- 


creases if profits are cut by — usiness 
recession, but that is not exp 4 in the 
next few months by CIO of _. is. 


<a : ‘a d " Wan? 


ALL QUIET ON THE WATER FRONT 






A business slump, if it comes, might 
bring lower wage demands from (jg 
unions, but it also will bring heayie 


emphasis on demands for welfare fund f 


health insurance and pensions. Any 3. 
tempt to cut wages would be bitter} 
fought. 

Size of the wage demands will van 
from industry to industry. Union leadex 
still are not talking officially about why 
they will ask. Privately, however, the 
are expecting demands to stay pret 
much within a range of 15 to 20 cents 
an hour. If the boom still is going strong 
these demands may be higher. If a se. 
back is in sight, they may be lower, 4s 
of now, however, there is a feeling that 
a final settlement pattern of around || 
cents an hour will emerge. 

New strikes, meanwhile are not like. 
ly to occur on a big scale until late spring 
or early summer. That is when most big 
contracts will expire. The U. S. virtual 
is assured of several months of labo 
peace, now that dockworkers on the Eas 
and West coasts are settling their differ. 
ences with employers. 

Industry by industry, the situation 
is as follows: 

Steelworkers are not free to strike 
before July, when the present two-yea 
contract expires. Demands will be made 
known and negotiations started a month 
or two before that. Amount of wage in- 
crease to be asked is still uncertain, but 
the union is almost sure to demand 
pensions and a welfare program. Settle. 
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... with the dockworkers back at work the nation may get several months of labor peace 
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ClIO‘S CAREY & REUTHER IN PORTLAND 
. .. behind the headlines, a more important story 


ment won by steelworkers often is fol- 
lowed closely by other CIO unions. 

In coal, contracts in the bituminous 
felds do not expire until June 30, but 
they can be terminated before that by 
the mineworkers or operators, upon filing 
notice. This reopening clause makes 
strike prospects uncertain in this indus- 
try, but there is no indication now that a 
strike is likely before contracts expire. 

In autos, Wage negotiations of largest 
companies reach a climax in June and 
July. What the CIO union will demand 
probably will be known long before that 
time, however, Wage talks with Ford and 
Chrysler are likely to start in June. The 
Ford contract expires on July 15, Chrys- 
ler’s contract extends to August 15, 1950, 
but can be reopened for wage discussions 
before June 15, 1949, and the union is 
expected to make use of this right. 

General Motors, alone of the Big 
Three auto manufacturers, will have no 
wage talks next year. Its contract, pro- 
viding for automatic wage adjustments 
geared to the cost of living, does not 
expire until 1950. General Motors has 
just re-examined its wage scales in the 
light of the Government’s cost-of-living 
index for October and found no change 
in rates was required. Living costs must 
fluctuate 1.14 points or more before GM 
wages are affected. October showed a 
decline of one half of 1 per cent in the 
consumers’ price index, the first such de- 
cline in seven months, but it was not 
enough to change General Motors rates. 

Demands of auto workers upon the rest 
of the industry are expected to go beyond 
Wages into the field of health insurance, 
pensions, etc. The union will be free to 
strike against Ford or Chrysler, if wage 
agreements cannot be reached. 

Electrical workers in General Motors 
plants have the same wage contract as 
auto workers, but are not restricted from 
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striking against some other producers, in- 
cluding General Electric Co. and Radio 
Corp. of America, Wage talks will begin 
in this industry in April or May, 1949. 

Textile agreements currently are being 
worked out for Northern mills, but strikes 
are not permitted at this time. If negotia- 
tions fail, the dispute will go to arbitra- 
tion. CIO textile workers are asking 
increases of 10 cents an hour in cotton- 
textile and woolen mills. Any increases 
granted will be effective January 1 for 
cotton-textile workers, and February 1 
for workers in woolens, 

Oil contracts with major firms will be 
opened for wage talks in late spring. 

Woodworkers in the Northwest, due 
to negotiate on wages in early January, 
face trouble because of declining lumber 
prices. Employer resistance is expected. 

In clothing, makers of men’s garments 
are delaying fourth-round wage demand, 
hoping for a reduction living costs. 
Women’s clothing industry escaped wage 
demands this year from AFL Ladies 
Garment Workers. 

Size of the wage demands of CIO 
unions, When they come, will depend to 
some extent upon cost of living factors 
at the time the various contracts expire. 
If cost of living still is rising, wage in- 
creases will be sought to offset higher 
living costs. If living costs are down, 
employers will be asked to share their 
profits with workers. It all adds up to 
new wage demands, whatever happens. 


UPSETS THAT FACE 
LEFT-WING UNIONS 


Reported from PORTLAND, OREG. 


The effect of President Philip Murray’s 
attack on left-wing unions, highlight 
of the recent CLO convention, goes be- 








oLaauiniowd rersruent SUITES 
«+. COMPLETE HOTEL SERVICE 


Fully equipped one to four- 
room suites. Electric refrig- 
eration, kitchenettes, steam 
heat. Air conditioned grill, 
cocktail lounge. Quiet resi- 
dential section. Overlooking 
Biscayne Bay. Two blocks 
from downtown shops, thea- 
ters etc. Spacious hotel rooms 
available -- daily or seasonal 
rates. Deluxe penthouses. 


Address Inquiries to 
MICHAEL D. WHELAN, Manager 


Dallas 
Park 
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Try an OSTER STIM-U-LAX Junior massage on 
your body, face, gums, scalp, arms, feet. You'll be 
amazed! There’s no other massage instrument in 


JUNIOR 


the world like an OSTER . . . that does what an 
OSTER can do! Only an OSTER can deliver control- 
lable, rotating-patting movements to your fingertips 
to make massage mildly soothing or deeply penetrat- 
ing. Only an OSTER has Suspended Motor Action 
which produces this result. 


Write for FREE Massage Manual 
MAIL COUPON 


——- <<» 


H John Oster Mfg. Co., Dept. 1912 t 
1 Racine, Wisconsin ! 
} Please send free Massage Manual i 
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1 Address. ..s..e0- coerce ese eeesesecesesesece ff 
B UCN avaaseiees cies caves venvdaencedas ue 
Faas 1 
a cc cian csr cancion 



















BUSINESS IN MOTION 





The part shown here certainly does not 
seem complicated in either design or 
manufacture. Yet actually it proved to 
be difficult to make as economically as 
was desired. The piece is called a “poten- 
tial tap.” and is a small stamped channel 
section used in certain types of electric 
meters. Since it has to carry current, nat- 
urally it is made of copper. 

Originally this was made of electro- 
lytic copper, with sufficient hardness to 
provide the strength required to with- 
stand the operation of tightening the 
wires on it by means 
of a nut and washer. 
The metal, however, 
proved troublesome, 
because cracks devel- 
oped at the bends dur- 
ing the :orming opera- 
tion. Asa result, 100% 
inspection was re- 
quired, and rejections 
were numerous. Even 
though the rejects had 
a high salvage value, 
as is the case with anything made of 
copper, still the cost of the part was much 
higher than had been expected. 

At this point, a Revere Technical Ad- 
viser entered the picture. He studied both 
the requirements of the metal and the fab- 
rication methods, and made two sugges- 
tions. One was that a somewhat harder 
temper be used. The other was that the 
metal be OFHC Copper, Oxygen-Free, 
High Conductivity. Test runs on this 
Revere Metal proved so satisfactory that 
a large production order was placed. 

OFHC Copper carries a premium over 
regular electrolytic. due to the extra 
processing necessary to produce it. Most 





of its applications are rather special, such 
as in eleetron tubes, and in electrical 
equipment operated at high temperatures 
in the presence of reducing gases. In the 
case of this potential tap such chemical 
characteristics were unimportant. The 
reason the Revere Technical Adviser 
recommended the metal was that it has 
excellent forming characteristics. even at 
a Rockwell hardness of B50. For that 
reason it can be deep-drawn, and the 90- 
degree bend required in this part is easy 
to produce without fracture. 

The General Man- 
ager of the company 
expressed it this way: 
“We paid a premium 
for OFHC Copper. 
But that premium is 
much more than offset 
by our saving in scrap 
and the all-around re- 
duction in costs. Our 
potential taps now 
have no more cracks 
in the bends, there are 
no rejections whatever, and expensive 
inspection has been eliminated.” 

Thus another manufacturer has learned 
that it is not the price per pound that de- 
termines the economy of a material, but 
the cost of the finished part made of it. 

In this instance Revere collaborated 
with the company in the investigation. 
However, there are other informed sup- 
pliers of materials, whether they be 
metals or chemicals, plastics, glass or 
wood. Revere suggests that you take them 
into your confidence, and work closely 
with them. After all, every order en- 
titles you to their knowledge as well as 
to their shipments. Why not get both? 


REVERE COPPER anp BRASS INCORPORATED 
Founded by Paul Revere in 1801 


x WW 


Executive Offices: 
230 Park Avenue, New York 17, N. Y. 
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yond the CIO itself. Employers dojy, jose th 
business with some of these unions aly he C1O 
have a stake in the outcome. For examp} chief 
the following: “Bagainst 

Food-processing, = farm-miachiney fi" tha 
shipping, furniture, and electrical-equip, gun 
ment industries, plus employers of Whit. tack J 
collar workers in retail-trade, insurang ited | 
and other fields, may be faced with ty,,gAb™™ | 
or more unions battling for contre Yorkers 
rights. In some other industries, such feel of 
meat packing, there may be raids tural W 
particular plants. ember 

These things can happen if eftspsectel. 
leaders refuse to co-operate with \, (pid, hi 





Murray, Walter Reuther, James Care 6,000, 
and other CIO officials whose oppositi; es’ Ye" 
to Communist infiltration is most oy, fol! of 3 
spoken. If left-wing groups  withdray§etl 5 
from the CIO, right-wing factions, along 
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OFFICE WORKERS’ DURKIN 
Mr. Murray complained... eel 
are eng 
with AFL and independent unions, wil sid th 
start to raid the left-wing groups ona f +4000 
big scale. ber, It 
Raids are to be expected even if the the C 
left-wing elements decide to stick to the J Worke 


CIO. Right-wing unions within the ClO f wion | 
will do some raiding themselves, and, ii Effe 
so doing, will have the implied blessing f blast is 
of Mr. Murray. Mr. Murray told the left- B “ause | 
wingers that they deserved to be raided F expect 
because they had tried to turn their J ola de 
unions into organizations following the as lon; 
Communist Party line. in som 
Wholesale withdrawal of left-wing F my t 
unions from the CIO is not likely, and F hur 
Mr. Murray is not ready to oust them. He One 
will try, first, to force them to toe the F nwa 
CIO line. CIO could be badly hurt if all F and n 
of its left-wing unions moved out and st board 
up their own organization. Mr. Mury. will be 
for example, would not like to lose the fF fy an 
Electrical Workers, the largest —_ of tain h 
» left-wing or ae can aftord to & 
the left-wing groups. CIO can a | DECEA 
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xe some ol the smaller unions, at least 
hose that vet financial assistance from 
‘Chief complaint of Mr. Murray 
inst leaders of the left-wing unions 
we that they had fallen down in their 
yoanizing efforts. He singled out for 
itack James Hl. Durkin, president ot the 
United Otlice and Professional Workers; 
bam Flaxer, head of the United Public 
Workers, and Donald) Henderson, presi- 
ident of the Food, Tobacco and Agricul- 
tual Workers. In so doing, he disclosed 
nembership figures that usually are kept 
weet. The Office Workers union, he 
wid, had only 34,000 members out of 
6,000,000 possibilities; the Public Work- 
ers were credited with 40,000 members 
jut of about 6,000,000 employes of fed- 
agl, State and local governments who 























-Harris & Ewing 


PUBLIC WORKERS‘ FLAXER 
... 40,000 is not enough 


ae eligible. As for the Food Workers, he 
aid their membership had dropped to 
24,000, compared with 54,000 in Octo- 
ber, 1947, Mr. Carey disclosed, too, that 
the ClO had) propped up the Office 
Workers by contributing $1-£5,1-42 to the 
union in recent years, 

Effect on strikes of Mr. Murray's 
blast is uncertain, Electrical Workers, be- 
cause of the size of their union, can be 
expected to go easy on strikes because 
ofadesire to hold their bargaining rights 
a8 long as possible, The Communist line 
in some other unions, on the other hand, 
may turn to strikes if raids on them begin 
to hurt. 

One thing is certain: Left-wing leaders 
now are discredited officially in the CLO 
and no longer can use it as a sounding 
board for Soviet propaganda, ‘To do so 
Will-be to risk public attack by Mr, Mur- 
lay and those in the CLO family who re- 
tain his confidence, 
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SERVICE 
FOR A SINGLE CHARGE! 


If you’re familiar with this nation-wide shipping service, you know that 
dealing with RAILWAY EXPRESS is a time-saving, business-like arrange- 
ment, with a single charge covering everything. This charge includes 
pick-up and delivery service in all cities and principal towns, double 
receipts, and fast transportation by railroad or scheduled airline under 
one responsible carrier. Your shipments move quickly between your 
business or home and a city nearby or clear across the continent... 

Best of all, you know that RAILWAY EXPRESS is part of your own 


community life, a dependable neighbor you can call upon anytime for 
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A plan that once was put forward 
hopefully as the answer to the problem 
of providing enough rental housing for 
large numbers of families is about to be 
given a try. At this time, however, when 
regulations are just completed, there is a 
good deal of doubt concerning the in- 
terest that the plan will generate. 

What the country is getting, with reg- 
ulations now laid down, is a program of 
“yield insurance” for rental construction. 
Builders are offered a chance to insure a 
return on the investment they make in 
housing projects for 25 families or more. 
The catch is, however, that the insurance 
will cover a return of only 2% per cent on 
investment. This often would insure in- 
vestors against loss and assure some in- 
come, but would not guarantee income 
as large as can be had from many other 
investments, 

To get an insured yield of 2% per cent, 
the builder must agree to a limit on rents 
to be charged. The limit on rents, in 
effect, imposes a ceiling: on net income 
that can be realized from the rental 
projects while the yield insurance places 
a floor under that return. Those inter- 
ested in building under these conditions 
find that the element of risk is limited, 
but that the chance of a big return also 
is limited. 


Is 2% per cent the most that can be 
earned on an insured project? 
No. It would be possible to earn a larger 
return than that with full occupancy or 
by keeping costs of construction and op- 
eration down. The 2% per cent of invest- 
ment is an amount FHA will pay the own- 
er if he has no profit for the year. If he 
has a profit but it is less than 2% per cent, 

FHA will make up the difference. 


Will FHA insure against all losses? 
No. The largest amount that can be col- 
lected from FHA in any one year is 
enough to pay off 2 per cent of the origi- 
nal sum put into building, plus an amount 
equal to 2% per cent of the outstanding 
investment. 


What rents can be charged? 

In an insured project, rents can average 
up to $100 a month. A single apartment 
or house in an insured project can rent for 
as much as $120 a month, but the average 
for an entire development cannot be 
above $100. All rent ceilings, and changes 
in ceilings, must be approved by the Fed- 
eral Housing Administration, which ad- 
ministers the program. No extra charges 
can be made for heat and other custom- 
ary services. But extra charges can be 
made, with FHA approval, for such 
things as telephone, gas, electric and re- 
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Weve Been Asked 
ABOUT ‘YIELD INSURANCE’ ON RENTAL BUILDING 


frigeration services, Tenants cannot be 
required to make security deposits. Rent 
ceilings apply as long as FHA insurance 
is in effect. 


Who would be eligible for insurance? 
One important group might be insurance 
companies. Others that might be inter- 
ested in the plan would include savings 
and loan associations, building and loan 
groups, and possibly other investors. 


What is required to get insurance? 

Projects qualifying for insurance must 
have at least 25 living units. A need for 
a rental project in a particular community 
must be shown. And FHA must approve 
the types, designs and sizes of the build- 
ings to be constructed. Furthermore, FHA 
must be assured that investors under the 
plan have the business experience and 
facilities for such an undertaking, and 
have the necessary capital available. The 


agency will study each application to de-. 


termine if the proposed project seems 
economically sound. FHA will not always 
limit projects to living units. Sometimes 
it will approve construction of stores, of- 
fices and other community facilities, if 
these are not already available for tenants. 


How much does the insurance cost? 
Annual premiums must be paid at the rate 
of one half of 1 per cent of the amount of 
the outstanding investment. As the 
amount of an outstanding investment is 
reduced, the amount of the premium is 
lowered. Payment of premiums is waived 
in any year in which the gross income 
falls below operating expenses on a 
project. 


How long would insurance run? 
There is no set limit, But when the 
amount of the outstanding investment 
reaches 10 per cent of the original invest- 
ment, the insurance is terminated. Thus, 
if the amortization is at the rate of 2 per 
cent, the insurance could be in effect for 
45 years. Where amortization is faster, the 
coverage period would be shorter. 


Is there a limit on earnings? 

There is no flat limit. But where net 
earnings in a year amount to more than 
5 per cent of an outstanding investment, 
the excess must be used to reduce the 
amount of the outstanding investment. 
Where there has been a deficit in a pre- 
vious year, however, excess earnings can 
be used to make up for that deficit. 


Can an insured project be sold? 

Yes. The owners can terminate the insur- 
ance and sell the property. Or, if FHA 
agrees, the insurance coverage can be 





transferred to the new owners. But th: 
must meet the requirements establis 
by FHA regulations. 


Can FHA take over an insured pr 
ect? 

Yes, under certain circumstances, If FA 
pays out altogether to investors 
amount equal to 15 per cent of the ot 
inal investment, then it can take ed 
the insured property. In such: cases. ¢ 
owners would be paid 90 per cent of ti 
outstanding investment, payment beiy 
mede in debentures. These debentur: 
would yield interest of 2% per cent to th 
original investor and would mature ; 
40 years. 


Suppose the owners lose money) 

Can FHA be required to take ove) 
Yes. If the operating losses of the owne 
of an insured project in any year are} 
per cent or more of the original inves 
ment, FHA can be called on to take ove 
the property. Here, too, payment woul 
be 90 per cent of the outstanding invey 
ment, in debentures. Then it would bk 
up to the agency to operate the property 
to sell it, or to liquidate it. 


Can insurance be obtained on old 


apartments, too? 
No. The insurance program applies onh 
to new construction, not to existing built: 
ings. Approval must be obtained befor 
actual construction starts. 


Are veterans given preference in 
renting? 

Not under this program. The owner 

themselves decide to whom they wil 

rent. No priorities for veterans are spec: 

fied in the law setting up this yield in- 

surance for investors. 


Are insured investors given special 
tax benefits? 

No. Proposals that builders of rental pro 

ects be given special tax benefits, invol’- 

ing accelerated amortization for figuring 

deductions, were not included in the pro 

gram approved by Congress. 


The question now is how many investo 
may be interested in this new plan for 
“yield insurance” on big rental projects 
So far, FHA has received some inquiries 
about the program. Field offices of the 
agency soon will have application form 
and instructions on processing applice- 
tions. Within a few weeks, applications 
can be filed. However, it will not be 
known until sometime in 1949 whether 
this plan will result in an increase in cot 
struction of new apartments and othe 
rental property. 
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Trend of American Business 
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ured pry The dominant trend, if Government appraisers are right, still is toward 
more inflation, not toward deflation. Elections haven't changed their minds. 





or View of men who guide top Government thinking, shape policy, is this: 

f the orig A business setback, now or soon, is not in the cards. Fears of some busi- 
take oy nessmen and private economists that trouble may be brewing are shrugged off. 

ire The boom, all through the postwar period, has moved by fits and starts. 


ee ene © 
vent bein Prices have leveled out from time to time. There have been brief setbacks. But 


lebenty always the price level has turned up again. Odds are on another repetition. 

‘ent to th: This appraisal is held rather generally among Government economists. It 

mature ; is well to be aware of this viewpoint, right or wrong. Government economists 
have an important policy role. President Truman will act on their advice. 


cent of { 


money? 

hea Factors to which official appraisers attach most importance are these: 

he owner Personal incomes keep right on rising. That adds to purchasing power. 

ear are j Still more wage increases are regarded as almost certain. That will add both 
ri: to costs and to personal incomes, giving prices a two-pronged upward push. 

nt a Federal budget is heading into a substantial deficit. That's dangerous. 

1g inves. Profit trend is upward and there's no reason to expect that to change. 

vould be Personal savings also are rising. That's a cushion against recession. 
proper. These trends are viewed as more shots in the arm for inflation. Officials 
don't think they will be offset by softening trends that are showing up. They 
on old don't think the boom will be everlasting, however. They expect a downturn at 
some time, and think it may be severe. But the 1949 outlook is inflationary. 

















lies onh 
ppt Living costs are not expected to turn down appreciably, or for long. | 

A decline in food prices is expected to be offset by rising rents and by 
higher costs for other things. They wouldn't be surprised, even, if food should 
nce ink edge upward in price again--after some workers get another wage increase. 





Rigg What's really important about this view is the probable effect on policy. 
e speci Tax policy is taking the center of the stage in all inside plsnning. 
eld in- A budget deficit in times like the present is regarded as pure folly. 
A budget surplus is being talked up as a "must" for the period ehead. 
The experts, the advisers, advocate a healthy surplus because: (1) they in- 
sist this is the most effective way to control inflation, and (2) high taxes 
would offer some leeway for quick action if a business setback developed. 








special 


al proj: 
involy- 
iguring Inside reasoning on taxes goes like this: If a deficit runs during a boom, 
he pr Congress won't cut taxes in a setback, when it should. But, if there is a sub- 
stantial surplus, Congress would not hesitate to cut taxes rather quickly. 
Higher taxes are wanted as protection from both inflation and deflation. 





vestors 
an for 
ojects Corporations are on the spot when it comes to deciding where higher taxes 
ve th should be levied. The current high level of profits is an obvious target. 

forms Excess-profits tax is favored by some Government men, but not by all. Ad- 
splice: vocates of this tax think it has the advantage of hitting only a few firms, yet 
ations promising about as much revenue as anyone could expect from corporations. 

ot be A straight increase in normal and surtax rates on corporations also has its 


— advocates. Treasury experts favor this. They don't want to administer an ex- 


other 
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TREND OF AMERICAN BUSINESS-- (Continued) 






cess-profits tax. They won't be through with the wartime levy for years. hat 
Tax outlook, thus, is for great pressure for higher corporate taxes. But ns ot 
chances now seem to favor higher rates over an excess-profits tax. 

















































mj YOU 

Individual income taxes may not be touched. The disposition in Congress ee 

and the Administration is not to upset prevailing personal-tax schedules. og 
Excises offer very little room for change, either up or down. for past | 
Pay-roll taxes, however, might be in for a boost. Tax planners see in this damages. 








levy a chance to raise more cash income--anti-inflationary cash. court dec 
A broadened Social Security program, higher Social Security benefits will in eftect 


hati 
increase the likelihood that pay-roll taxes may be raised at the same time. = 


administr 
There are some signs, however, that inflationary forces are weakening. Hour Div 


Living costs dipped a trifle in October, the first decline since March. by the cl 

Department-store sales have dropped below last year for several weeks. 

Commodity prices, on the whole, seem to be leveling off. Increases in metal 
prices are offset by declines in prices of farm crops, leather, textiles. 

Consumer Spending also gives some signs of leveling off or declining. 

Business spending is on the downgrade and is expected to continue down. 

Inventory buying also is following a very conservative course. 

These trends are noted by the Federal Reserve Board, which suggests that 
inflationary pressures, maybe, are being reduced. But the Board is quick to add 
that there have been two other periods of sustained price increases, each of 
which was followed by a pause, then another rise. Pattern may still hold. 
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Financial policy, meanwhile, is taking a "wait and see" attitude. 



































Treasury has decided to maintain the 1.25 per cent interest rate on one- from the 
year certificates for the time being--at least beyond next January. 
Federal Reserve will continue to support Government bonds at par. Actually, iy YOU 
the Federal Reserve has not had to support bond prices since the elections. pect 
These are signs that neither the Treasury nor the Federal Reserve wants to peals to 
rock the economic boat at the present time. See page 52. =e 
, ae requirem 
Some pause also is shown by a recent sampling of consumer opinion. tuming ¢ 
Fewer than half of consumer families think good times are due to last. that it h: 
About 40 per cent of consumer families think they ore worse off now than approve 
they were a year ago. Only 25 per cent think their conditions have improved. not to ir 
This attitude is reported by the Survey Research Center of the University 
of Michigan, which conducts periodic consumer surveys. It differs from the at- YOU 
titude found a year ago. And consumer psychology may react on the boom. quai 
Actual buying plans of consumers shows little change, however. More plan rous me 
to buy automobiles than last winter, fewer plan to buy radios. But the market just issu 
for furniture, refrigerators and other household appliances remains strong. sail 
; ; previous 
Government spending really is the big question mark in gauging the future 
of business conditions, in guessing whether the boom is to continue or not. 
Higher outlays by Government could easily overbalance any trends toward a YO 
decline in spending by consumers or a drop in private business investment. with 
World situation, in turn, will determine the level of Government outlay. in obtai 
: ‘ P steel fr 
Appraisers for the Government expect federal spending to increase in the Gatien 
months ahead, both for foreign aid and for defense. And they are firm in their legal qu 
opinion that such spending can underwrite the boom for another year. it will t 
to help 
Business complaints over the official attitude toward pricing methods ap- chasing 
pear to be having some effect, to be drawing a response from officials. 
Justice Department attorneys and attorneys for the Federal Trade Commission Ping 
are saying that Government policy does not insist on f.o.b. prices. many fa 
Businessmen, however, remain to be convinced, want action by Congress. Rerorr, 
DECEMI 
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Reg. U.S. Pat. Off. 


hat you as a businessman CAN and CANNOT do 


3 a result of federal court 


m YOU CAN, as an employer, some- 
“ times rely upon the “good faith” pro- 
jsion of the Portal-to-Portal Act as a de- 
onse against Claims of your employes 
for past overtime pay and “liquidated 
amages. In refusing to review a lower- 
out decision, the Supreme Court leaves 
in effect a ruling that this provision is 
wonititutional. The employer pleaded 
that he had relied in good faith on an 
,dministrative practice of the Wage- 
Hour Division during the period covered 
by the claims. 


* * * 


YOU CAN, under some circum- 

stances, get the courts to recognize a 
family partnership, for income tax pur- 
poses, even though the other partners 
contribute no services and invest in the 
business only capital that was a gift from 
you. A circuit court of appeals overrules 
the U.S. Tax Court, and recognizes one 
sich partnership. Two of the partners, 
the taxpayer's daughter-in-law and 
grandchild, contributed no services, and 
their sole capital investments were gifts 
from the taxpayer. 


* * * 


YOU CANNOT, as a landlord, ex- 

pect the Emergency Court of Ap- 
peals to upset recommendations of a local 
rent advisory board on the ground that 
the make-up of the board does not meet 
requirements of the rent-control law. In 
tuning down one appeal, the Court says 
that it has power only to approve or dis- 
approve recommendations of a board, and 
not to inquire into its membership. 


* * * 


YOU CAN find out about fourth- 

quarter export quotas for nonfer- 
rous metals and minerals from a list 
just issued by the Office of International 
Trade of the Commerce Department. 
Most of the quotas are smaller than in 
previous quarters. 


* * * 


YOU CANNOT count on dealing 

with a single purchasing corporation 
in obtaining supplies of scrap iron and 
steel from Germany. The Department of 
Commerce announces that, because of 
egal questions and other uncertainties, 
it will take no further action at present 
tohelp this industry set up a central pur- 
chasing company to import these metals, 


and administrative decisions: 


YOU CAN find out, from a ruling of 

the Wage-Hour Division of the 
Labor Department, how to figure the pay 
of your employes during a change in 
your work week. The ruling gives a 
formula to use during a change in a 
work week from a period of seven con- 
secutive days to another similar period, 
resulting in an overlapping of work 
wetks under the old and new schedules. 


* * * 


YOU CANNOT, as a farmer who 

has a loss on sale of farms and 
farm machinery used in your business, 
expect to treat this as a net operating 
loss for tax purposes. A circuit court of 
appeals holds that a farmer, who was not 
engaged in either the real estate business 
or the business of buying and selling farm 
machinery, could not use a net operating 
loss carry-back to get a refund of taxes 
paid in previous years. 


* * * 


YOU CAN perhaps collect from the 

Government, under the “implied 
contract” provisions of the Contract Set- 
tlement Act, for your expenses in main- 
taining facilities to meet expected orders 
of the armed services, even though the 
period involved was after V-J Day. The 
appeal board of the Office of Contract 
Settlement decides that one company is 
entitled to be paid by the Navy for 
losses incurred, under an informal agree- 
ment, in maintaining barges and trucks 
after V-J Day for transportation of gaso- 
line never actually ordered by the Navy. 


* * = 


YOU CAN probably count on exten- 
sion of voluntary steel-allocation 
programs beyond their original deadline 
of February 28. The Office of Industry 
Co-operation announces that the Steel 
Products Industry Advisory Committee 
has agreed to a six-month extension, until 
Sept. 28, 1949, of programs allocating 
steel for oil tankers, merchant vessels, 
inland-waterway barges, freight cars, oil 
tanks and oil-production equipment. 


* * * 


YOU CANNOT, under a new ruling 

of NLRB, bring pressure on your em- 
ployes to join a union. The Board orders 
one employer to stop interfering with 
the rights of workers to refrain from join- 
ing a union. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus consider 
many facts which, for reasons of space, cannot be set forth in detail. U. S$. News & Wortp 
EPORT, on written request, will refer interested readers to sources of this basic material. 
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NEIGHBOR 


once meant “a near-by farmer 


6c EIGHBOR?” is one of those interesting 

words that carry us back to Anglo-Saxon 
days. In Anglo-Saxon, neah meant “nigh,” 
“near,” and gebur meant “dweller,” “farmer.” 
These two words were combined into neahge- 
bur, meaning literally, ‘‘a near-by farmer.” The 
word appears in Medieval English in the form 
neighebour and in Modern English as neighbor. 
Its meaning, changing with the evolution of 
civilization, no longer applies particularly to 
neighboring farmers, but refers to persons liv- 
ing near each other in apartments or suburban 
homes as well as to those on near-by farms. 
Even nations in the modern world are called 
“neighbors.” Thousands of interesting word 
origins like this one are offered in 


Webster’s New International 
Dictionary, Second Edition 
The MERRIAM- Webster 


Word origins are a | 





famous feature of the 
big Merriam-Webster 
—the greatest single 
volume of informa- 
tion ever published! 
It has 3,350 pages, 
illustrations for 12,- 
000 terms, and a total 
of 600,000 entries— 
122,000 more than 





in any other diction- 
ary. It is the only un- 
abridged dictionary 
completely revised 
and rewritten in three 
decades. See it at your 
bookseller’s. Mail 
coupon below for free 








booklet. 


and for your Handy-Sized a 
Dictionary, Get the Best: 


WEBSTER’S 
COLLEGIATE 


Fitth Edition. A com- 
pact abridgment of the 
big Merriam-Webster. 
Defines all the words 
most commonly used. 
| 110,000 entries, 1,300 
| pages. Handy thumb- 
notch index. Available 
| in various bindings, 
| from $5.00 to $10.00, 
at your bookseller’s. 
G. & C. MERRIAM CO. 
Publishers 
Springfield 2, Mass. 








Look for the 
circular 
trade-mark 
on the cover. 














: mh 
Fanaa eee ellie | 
4 FREE — Illustrated Booklet of Word Origins 8 
G. & C. MERRIAM CO., Dept. 784 
4g Springfield 2, Mass. A 
Please send me your free booklet, ‘Interesting Ori- 
i gins of English Words.’’ Also send me more informa- | 
tion about: 
| O Webster’s New International Dictionary, 4g 
Second Edition 
| O Webster’s Collegiate Dictionary, Fifth Edition i 
4 Name | 
| Address.. 3 
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Squeeze on money and credit 
is being delayed. Caution be- 
comes the watchword. 

Official line now is to take it 
easy, avoid doing anything that 
might stali the boom. 

Interest rates are being kept 
down. Banks are not being called 
upon for higher reserves. Bond 
supports are to continue. That's 
the reaction to trouble signs in 
the economy. 


A cautious attitude is taking hold 
among federal agencies dealing with 
the money side of inflation. The new 
order of the day is: “Don’t rock the 
boat.” 

Most federal authorities still think the 
No. 1 problem is inflation, not deflation. 
But, at a time when soft spots keep show- 
ing up in the economy, they are not will- 
ing to take chances on new measures that 
might stop the boom. 

What is happening can be seen in 
these developments: 

Interest rates on short-term federal 
securities are not to be raised before next 
February, if then. Treasury Secretary 
John W. Snyder announces that securities 
falling due on December 15 and Janu- 
ary 1 will be refunded with new one-year 
certificates of indebtedness bearing 1% 
per cent interest. This has been the rate 
on new one-year money since October 1, 
when it was raised from 1% per cent. 

It had been widely forecast that the 
rates on these new offerings of certifi- 
cates, totaling $6,698,000,000, would be 
lifted to 1% per cent. Such a change, pre- 
sumably, would have had the effect of 
tightening the money market a bit more. 
When Government rates go up, private 
rates rise too. As a rule, businesses and 
individuals are less eager to borrow 
money when they have to pay higher 
rates. 

Some observers, therefore, were sur- 
prised when the Treasury did not seize 
this opportunity to put a new squeeze on 
the short-term money market. Mr. Sny- 
der apparently felt that, under present 
circumstances, such a squeeze was not 
called for. The next opportunity to raise 
short-term rates wiil come on Febru- 


ary 1, when another batch of certificates, 
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__.finence Week. 


MONEY-CONTROL CAUTION 


Officials Fear Boom 
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WHEN IT COMES TO THE BOOM: The Treasury (above) is reluctant to put a nev 


squeeze on the short-term money market and the Federal Reserve Board is shy aboy 


raising the reserve requirements of member banks. It all adds up to an official a: 
titude of caution on matters that might affect the boom. 








$2,189,000,000 worth, comes due. 
Whether the rate goes up then will de- 
pend upon how much steam is left in 
the boom at that time. 

Bank-reserve requirements, too, are 
being left alone for the present. The 
Federal Reserve Board still has some 
authority, under the law, to raise the 
amounts that the 7,000 member banks 
are required to put up as reserves against 
customers’ deposits. The more money 
banks are required to hold back for 
reserves, the less they have readily avail- 
able for lending. 

This was why Congress voted last 
August to authorize increases of 4 per- 
centage points in reserve requirements 
on demand deposits and 1% percentage 








—Har & Ewing Photo: 
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points on time deposits. FRB prompth 
used part of that authority. It still hw 
authority to raise requirements by 4 per 
centage points on demand deposits ii 
New York and Chicago, and by 2 per 
centage points elsewhere. But the Feé: 
eral Reserve Board, keeping a clos 
watch on developments in the econom| 
is holding back. 

Price support for Government bond 
is to continue without change, at leas 
for the present. FRB fears that to with 
draw this support, or even to lower th 
price level at which securities are sup 
ported, might set off a sudden deflation 
The Federal Reserve System, therefor, 
is to keep buying in Government bonds 
at par or a little above whenever thes 
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this year, you have a choice! You can get on your heavy-duty 
shoes and march with the downtown Christmas crowds—if you enjoy 
that sort of exercise. But it's every bit as effective, and much, 
much more pleasant to rest your slippered feet on something soft and 
give Christmas Gift Subscriptions to ‘‘U. S. News & World Report,” 


right from your own home or office! 


@nd how will such a gift be received? Put yourself in the place 
of those of your friends who do not now read “U.S. News & 
World Report.’ They do not have this reliable source of news that's 
useful to them. They do not know how much time can be 
saved by reading essential news only in this magazine. They'll certainly 
remember the person who introduces ‘‘U. S. News & World Report’ 


to them—remember him, and thank him sincerely 52 times a year. 


f., that's how often each one of your friends will be reminded 
of your thoughtfulness at Christmas. Each week during 1949 
“U.S. News & World Report’ will arrive with its useful, usable 


reports on the current news that’s important to all of us. 


Mow—just reach for your pen and accomplish some 


wise Christmas shopping! 


SPECIAL CHRISTMAS GIFT RATES! 


One-year Subscription (52 issues) 


$3.75 each 


Additional one-year subscriptions 
Special rates apply only when two or more subscriptions are entered 
at one time by one donor. 


No extra postage for U.S. possessions, Canada, Newfoundland, Central and South 
America, Spain, and Philippines. Other countries, add $1 per subscription. 
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Dont climb up 


on a chair to hang a picture. 
Use a step-ladder. Statistics 
show more accidents happen 
around the home than any- 
where else. 





j € be extra care- 


ful when you’re driving and 
you approach a railroad 
crossing. Accidents at cross- 
ings have increased tremen- 
dously and are taking a ter- 
rific toll of life and property. 


Safety is  everybody’s 
business — your busi- 
ness. Let’s think safe... 
‘ be safe... and always 
% remember—Y our life is 
at stake when you 
gamble with safety. 


Published in the interests of 
greater safety everywhere 


WABASH RAILROAD 


Arthur K. Atkinson, 
President 
Wabash Railroad Co. 
Railway Exchange Bidg., 
St. Lovis, Mo. 
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securities fail to find other takers at that 
price in the market. 

This policy has been under attack on 
the ground that it tends to swell the 
supply of money and credit, thus nullify- 
ing the Government’s efforts to control 
inflation. By selling off their huge hold- 
ings of Government securities, banks and 
insurance companies can réadily raise 
cash for new private loans. 

The fact is, however, that the pressure 
is off the bond market right now. Selling 
of bonds by banks and insurance com- 
panies has let up, so that the Federal 
Reserve System has been able to sell a 
few of its own holdings in the market. 
Also, prices of Government bonds have 
risen a little above support level. 

Federal Reserve officials think the vol- 
ume of support buying might become a 
problem again before long. But FRB 
probably will resist the idea of dropping 
the price peg. Members believe that, if 
bond prices are permitted to drop below 
par, a wave of scare selling might follow. 
That, they say, might quickly turn the 
boom into a bust. 

Caution definitely is the watchword 
among FRB advisers. The Federal Ad- 
visory Council, a group of leading bank- 
ers, is warning the Board that this is no 
time for drastic new action to curb infla- 
tion. This was the feeling at a recent meet- 
ing of the Council in Washington. Both 
FRB and the Treasury seem to agree. 

FRB’s view, as published in the cur- 
rent issue of the Federal Reserve Bulletin, 
is that the recent course of prices fur- 
nishes ground for believing that inflation- 
ary pressures are being reduced. The 
article points out, however, that price 
trends could have been judged the same 
way in the spring of 1947 and again in 
the early months of 1948. FRB adds 
that many of the same forces that 
produced further inflation in those earlier 
periods are still present. Nevertheless, 
there are enough trouble signs in the 

economy to give authorities pause about 
new measures aimed at the flow of 
money and credit. 


ALTERNATIVE PLANS 
FOR CORPORATE TAX 


Now that proposals for a new excess- 
profits tax are running into trouble among 
Congressmen, alternative plans are get- 
ting official study. 

Emphasis in these studies still is on 
higher taxes for corporations. In the view 
of the Truman Administration as well 
as some congressional tax leaders, cor- 
porate profits offer the most fertile field 
for new tax revenues in 1949, 

A graduated corporate rate is the 
latest idea. Under present law, the corpo- 
rate rate is graduated only up to $50,000 





of net earnings. All corporations with, 
earnings higher than that pay a flat ;, 
of 38 per cent. | 

Under a fully graduated rate, the 
tem for corporations would be simi. 
that now used for individuals. The hig} 
a corporation’s earnings, the higher wo; 
be its tax rate. The rate at the top wea 
depend upon the amount the Gove, 
ment seeks in new revenue. : 

This proposal is almost sure ty } 
heard from in the next session of (Cy 
gress. It is being discussed as a ole 
much easier to administer than an exces 
profits tax. Also, it gets support on j, 
ground that it would protect small op] 
panies, while laying the extra tax burde 
on companies best able to pay. Howeye 
like the excess-profits tax, this plan ; 
encountering stiff opposition. 

A problem of tax inequity is beiy 
raised. Opponents of the idea argue thy 
because of differences in the distributiy 
of ownership from one firm to anothe 
the mere size of earnings is not a fj 
measure of ability to pay. It is pointed oy 
that stockholders in big, widely-held coy. 
panies would suffer. Stockholders in smal. 
er, closely-held firms, according to ¢ 
view, would get an unfair advantage, 

A higher flat rate for corporation 
with net earnings above $50,000 is x. 
other alternative being taken serious) 
This would be simply a matter of raising 
the present top 38 per cent rate. It i 
estimated that each percentage point ¢ 
increase here would produce about $300, 
000,000 a year in extra revenue. 

This plan appears to have the edge over 
other alternatives to the excess-profits tai 
Congress always has held to the idea of 
flat rate for big and moderate-sized car- 
porations. 

An excess-profits tax, still hi 
strong support in Congress and the Aé- 
ministration, despite resistance it et: 
countered from some top congressional 
tax leaders. Treasury Secretary John W 
Snyder urged such a tax last January, and 
may again in the new session. 

Senator Walter F. George (Dem.), 0 
Georgia, prospective chairman of the 
Senate Finance Committee, has declared 
his opposition to an excess-profits tax 
If more money is to be raised from cor 
porations, Mr. George prefers to do it 
by raising the flat rate on companies 
with more than $50,000 of net earnings 

Representative Robert L. Doughto 
(Dem.), of North Carolina, slated t 
head the House Ways and Means Con: 
mittee, is expected to oppose an excess 
profits tax. 

Opposition from the heads of the t 
tax-writing committees of Congress lend 
importance to the alternatives. Howevé,, 
the idea of an excess-profits tax canndl 
yet be dismissed. It still looks like the 
central tax issue of 1949. 
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World Commerce-Industry 
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i »» Recovery part of the European Recovery Program hasn't shown up yet. 

small cop, . e 

on td Truth is, there's been something less than a sudden boom in industrial 
Howerg activity in Western Europe since the ERP started in April. 

IS plan Industrial production of ERP countries, in fact, was 6 per cent lower in 








is bein August than in April, when it equaled the 1938 level. Latest figures show this. 
we bs Seasonal slump in the summertime accounts for some of the decline. 

» sade Showing would have been much worse but for the sharp upturn in Western Ger= 
not a fi’ man production following currency reform at the end of June. 

eo Trends since August in ERP countries suggest that industrial activity still 
S in small is below the April level. Stability in Britain and the dip in France continue 
hy to counterbalance the brighter outlook in Western Germany. There's no strong 
poration uptrend in production in main ERP countries outside of Germany. 

00 is a ERP countries know these production figures are important. The U.S. Con- 
Wp gress next January will want to see some evidence of recovery in Western Europe 
ate. It is traceable to ERP. Fast footwork now is necessary to show some progress. Offi- 
pg cials of the Economic Co-operation Administration are drumming this point in. 


ut $300. 
For ERP countries, the time to show results is here. 
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— >> Stimulus to production’ in these countries from ERP shipments will mount 

ized cor from now on. Flow of ERP goods is widening. But it all takes time. 

still ha Actual shipments of ERP goods in the first seven months of the program ap- 

the Ad: parently ran only about half as large as procurement authorizations approved by 

, it en: ECA. Placing of orders takes time and getting deliveries takes more. 

Fohn W But to the ERP countries actual shipments are of more immediate importance 

ary, and than the size of orders approved for future delivery. 

eee ERP shipments--that can be traced--came to $1,200,000,000 by October 31. 

of the Britain's share was $423,000,000--about one third of the total. British 

o— buying is heavily concentrated in food, oil and nonferrous metals. 

ae France came next with $366,000,000. The French are spending more on coal, 

0 do it oil and machinery than on food items. Their crops this year are good. 

es Italy's share was $117,000,000, mainly for wheat, coal and oil. 

yughton The Netherlands' slice of the total was $88,000,000, most of it going for 

ited t grain and textiles. ‘The Dutch East Indies especially need the textiles. 

‘— These four countries together accounted for 83 per cent of total shipments. 
What these figures show is that very little in way of capital goods has yet 

_ moved to Europe under ERP. France has taken almost all the machinery shipped. 

ae Other nations are keeping themselves fed, keeping the factory wheels going. 


ae But, from now on, industrial products, such as machinery, steel products and 
ce the 
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railroad equipment, will play a leading part in their buying with ECA funds. 
These items will provide a direct stimulus needed in European production. 








































>> Things are going to be different now in Middle East oil..... 
Famous “red line" agreement of 1928 is finally cracked wide open. 
This restrictive agreement bound members of the Iraq Petroleum Co. to share Yug 

















and share alike in all oil operations in most of the Middle East. But the two 
American members, Standard Oil (New Jersey) and Socony-Vacuum, wanted to join anc 
up ‘with an outsider, Arabian-American Oil, in developing Saudi Arabia. 
New_agreement allows them to do so without cutting in the other members of 
Iraq Petroleum. In return, production in Iraq is to be raised, so that the Fin 
French, British, Dutch, and Armenian, as well as the American, members will get [uticis 
more Iraqi oil. The French were particularly worried that diversion of interest pie 
to other fields in the Middle East would leave them without much oil from Iraq, Mos' 
Socony-Jersey interests now are to buy 40 per cent of Arabian-American and agency 
are to help finance the pipe line from Saudi Arabia to the Mediterranean. a 
This pipe line is partially built. But completion must wait until Washing- [hun-i 
ton approves export of scarce pipe for this purpose. Holding up the decision are * 
the steel scarcity in the U.S. and the troubles in Palestine. who ol 
Change in the "red line" agreement means that American capital now is much agers 
freer to help in the development of oil resources all through the Middle East. = 
editors 
>> Immediate reaction to the new line-up comes from the Iraqi Government. criticis! 
Iraq, seeing bigger oil production ahead, is demanding higher royalties. fen 
Royalties on current production in Iraq are smaller than in any other part _ § dnnke 
of the Middle East. Upward adjustment can be expected. wg 


Just to show you what these royalties come to: Ibn Saud, King of Saudi 
Arabia, now receives royalties from oil at the rate of almost $40,000,000 a year. 


>> Meanwhile, American oil companies are making slow progress in Latin Amer- 
ica. U.S. defense authorities want to see bigger production closer to home than 
the Middle East. But many difficulties still stand in the way. 

In Mexico, the downtrend in oil output continues. Washington would like to 
see a reversal in this trend with American help. But most U.S. firms are very 
skittish about getting into Mexico again, remembering expropriation of their 
lands and concessions in 1938. Hope is that Mexico will accept a face-saving 
deal. Dollar capital and know-how are urgently needed, and the Mexicans know it. 

In Peru, overthrow of the Bustamente Government has stalled a contract ne- 
gotiated by a subsidiary of Standard Oil(New Jersey). This would have meant ex- 
ploring and developing 5,000,000 acres of coastal desert. 








In Venezuela, overthrow of the Gallegos regime was followed by protest =) 
strikes among the oil workers. These strikes are expected to be short lived. — 
Changing of governments in Venezuela has seldom had any special effect on the are he 








oil companies operating there. Their royalties are too important to Venezuela. rag 

in Brazil, American oil companies are waiting on the doorstep for the Gov- I mecti 
ernment to make up its mind about handling of oil concessions. Sentiment still “An 
seems Strong for national interests to control Brazil's oil. -_ 

National feeling appears to be running higher in Latin America. Greater opinio 
interest of the U.S. in Europe and Asia is evident and is resented by Latin pi 
Americans. There's a lot of repair work to be done on the Good Neighbor policy. | ings, 
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BELGRADE 

VER SINCE THE RussIAns started accus- 
F ing Marshal Tito of suppressing 
criticism in Yugoslavia, the country has 
been publishing a remarkable amount of 
self-criticism. 

Most of it comes from a Government 
agency, the Federal Control Commission. 
It has a large investigating staff, and 
none-except Marshal Tito and his Polit- 
huro—is immune to charges of inefficiency 
and malfeasance. Critics outside the 
Control Commission include workers, 
who often protest against factory man- 
ers and other executives at union 
meetings, and the average citizen, who 
writes long, complaining letters to the 
editors of Yugoslav newspapers. The 
criticisms are taken seriously, too. 

A recent letter, for example, criticized 


' the director of an old people’s home for 


drunkenness, feeding his charges badly, 
and locking them in the cellar and beat- 
ing them. The newspaper followed up, 








and a few days later announced the 
director had been replaced and fined. 
Those who ignore the criticisms usually 
are headed for trouble. The Minister of 
Heavy Industry, a Slovene, demonstrated 
this in a talk to factory managers on 
meeting production quotas. He said: 
“Among cases of inefficiency is that 
of the director of the Partizanka factory, 
Zvone Koreha, who stated that the 
opinion of the Communist Party and the 
union organizations in his plant did not 
concern him. He dispersed union meet- 
Ings, stopped speeches at a meeting, 
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Yugoslavs complain freely about officials 


and, sometimes, it even brings results 


stifled all initiative and criticism. He 
created complete chaos in the plant, got 
drunk and, worse, tried to shield him- 
self behind my authority because we are 
fellow Slovenes. He was arrested . . .” 

Sometimes an exchange of letters, how- 
ever, is inconclusive. Take, for example, 
the problem of the Bor collective farm 
with a new dental clinic but no dentist. 
One of the farmers wrote about it as 
follows: 

“Right after the departure of dentist 
Olga Hadjic, the town council asked the 
Ministry of Public Health of Serbia for 
a new dentist. On June 18, in letter No. 
5576, the ministry informed the council 
that a new dentist, Sava Stevan, had 
been appointed. But Sava Stevan didn’t 
come to Bor, even though the town 
council asked again. It is not known 
why Sava Stevan didn’t come. On July 
22, in letter No. 5927, the ministry in- 
formed the town council that Milena 
Pantelic Miljkovic, the dentist in the 
town of Vrsac, was to be transferred to 
Bor. The decree said the dentist must 
start working in 10 days. But days 
passed and there was not a trace of a 
dentist. Three months now have passed 
in correspondence between the town 
council and the ministry. The ministry 
has ordered several dentists to Bor, but 
not one of them has come.” 

People with toothaches also have 
trouble in Belgrade. A young woman 
wrote: “Why is there a regulation that 
you can't get one or two teeth filled, only 
several? Does it mean I have to wait 
until all my teeth go bad, so that I can 
qualify for my norm (production quota) 
before I can get my teeth repaired?” 

One of the amusing letters of recent 
weeks came from a Belgrade citizen 
whose phone was removed a year ago, 
along with most phones in the hands of 
private and nonessential users. He com- 
plained that he was still getting tele- 
phone bills, adding: “And on one was 
written that, if I don’t pay in three 
days, my telephone would be _ taken 
away! And here my telephone was 
taken away from me a year ago! 

“These bills actually don’t bother me 
very much. But I would be interested to 
know whether anyone is paying for that 
telephone now, since the bills always 
arrive at my address.” R. K, 








on 



























































Canal Zone workers 
like their U.S. shops 


BALBOA HEIGHTS, CANAL ZONE 

F YOU GO INTO any one of the 20 big 
[ stores in the Canal Zone on a Saturday 
afternoon, you wonder if you have stumb- 
led on a typical American department 
store down here in the tropics. 

The aisles are thronged with custom- 
ers. Merchandise, attractively displayed, 
ranges from frozen foods and English 
woolens to furniture and storage batteries, 
And everybody seems to be buying. 

Of course, what you have found is 
the Panama Railroad’s commissary sys- 
tem, operated by the U.S. Government. 
With sales amounting to nearly $25,000,- 
000 a year, this system makes Uncle Sam 
probably the biggest general merchant 
south of the Rio Grande, At the same 
time, it’s a cause of complaint by mer- 
chants in the Republic of Panama. 

Clientele of the commissary system is 
large, but closely restricted. To become a 
customer, you must work for the U.S. 
Government or you must be the master 
of a ship passing through the Canal. This 
means that about 5,000 American and 
17,000 Panamanian employes of the 
Canal and its related units can trade in 
the commissary stores, along with per- 
sonnel of the Army, Navy and Air Force. 
But thousands of Panamanians who would 
like to buy there can’t do it because they 
are not U.S. employes. 

It’s easy to see why people like to 
trade in commissary stores. Their prices 
are considered reasonable, for one thing. 
The policy is to charge just enough to 
pay all costs and to make a small profit. 

Then, too, quality of the merchandise 
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A Masterpiece of Canada’s 


Largest Independent Distillery 





Sole United States Importers: 
Carillon importers, Ltd., New York, N.Y.* 90.4 Proot 
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handled by the commissary is uniform and 
dependable. Customers know exactly 
what they are buying. The manufactured 
items are the regular brands of recognized 
companies, Foods must measure up to 
American standards. The Argentine tur- 
keys that Canal Zone workers had Thanks- 
giving Day were the equivalent of the 
U.S. extra fancy or prime grades. 

Merchants in the Republic object that 
the commissary stores are unfair com- 
petition. They believe the U.S. should 
close the commissary and let Panamanian 
stores handle the business, 

Canal officials say the commissary sys- 
tem is needed, however, because it isn’t 
too easy to get Americans to come down 
here and spend their lives working on the 
Panama Canal. Yet operation of the Canal, 
if it is to be efficient, must be handled 
by career employes. One way to attract 
and hold workers here is to assure them 
the chance of buying the merchandise 
they need at reasonable prices. So the 
commissary system appears to be here 
to stay. C.H.G. 


Teeming Curacao: 
oil station to world 


WILLEMSTAD, CURACAO 

HE OLD SEA CAPTAIN on the bridge of 

his liner in this picturesque Dutch 
Caribbean port shook his head in amaze- 
ment: 

“A couple of years ago, nobody figured 
Curacao could be busier than it was in 
wartime. And, now, I'd say this is the 
busiest harbor in the world!” 

The liner was but one of scores of 
vessels bunkering oil from the booming 
refineries of Curacao every day. Last 
year, more than 37,000,000 tons of 
shipping entered this port, mostly pick- 
ing up oil. This year will break all exist- 
ing records, 

Curacao reeks of oil. But it actually 
produces none itself. It is exclusively a 
refining and distribution center. 

Not far away is the mainland of 
Venezuela, the world’s top exporter of 
oil, and its second largest producer, after 
the U.S. Now producing more than 
1,300,000 barrels a day, Venezuela sends 
much of it from the Lake Maracaibo 
area over to Curacao, or to the Dutch 
island of Aruba, where U. S. and British- 


Dutch interests maintain some of the 
largest refineries in the world. 
About half of the vessels entering 


Curacao are shallow-draft tankers, haul- 
ing cargoes of crude oil from Maracaibo. 
The other half includes ocean-going 
tankers taking out refined petroleum, as 
well as freighters, passenger liners and 
cruise ships. 

The world oil boom has somewhat 
dazzled the inhabitants of Curagao. 
From a quaint tourist haven with low 
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Atlas Corporation 


Dividend on Common Stock 
NOTICE IS HEREBY GIVEN that a 
regular quarterly dividend of 40¢ per 
share has been declared on the Com- 
mon Stock of Atlas Corporation, pay- 
able December 20, 1948, to holde 
of such stock of record at the cl 
of business November 30, 1948. 


WALTER A. PETERSON, Treasurer 


November 19, 1948. 
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nrices on F rench perfumes, U.S. ciga- 
ottes, Scotch whisky and Irish linen, 

yacao has been transformed into a 
}om town where shopping is no longer 
o popular. 

Cruise ships still call here, but more 
{them do so to take on oil than to de- 
light passengers. Curacao used to boast 
fits “free port” prices for luxury goods 
nd souvenirs, but the tourists find that 
vay few items are bargains now. The 

ople who live here suffer most, be- 
cause their salaries have not risen com- 
prably with prices—some of which have 
tipled in two years. 

Unemployment is infinitesimal, how- 
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ever. 
The island, formed of rock and coral, 


produces almost no food at all, and the 
ninfall is scant. Most of what Curacao 
consumes has to be shipped from Vene- 
nela, herself short of food. 

An index of Curagao’s prosperity is 
the local currency. An ordinary Dutch 
gilder is worth quite a bit less than 
the Curacao guilder. Only a small por- 
Ww have tion of the colony’s trade is carried on 

films, Bwith the homeland. 

You can get excellent Dutch beer 
here, though. Succulent $3 steaks are 
nee in Bfown over from the Netherlands. A 

miniature flag on the steak and a special 
warranty assures tenderness, or it may 
be sent back to Holland for a refund. 
‘aphed & Curacao is the oldest Dutch colony in 
the Americas, but its interest in oil is 
comparatively recent. 
‘h vol F British-Dutch interests first built a 
raphie f huge refinery in 1916. Most of the em- 
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| ployes live in Emmastad and Julianadorp, 
separate towns outside Willemstad that 
) are complete social and economic units 
» in themselves. 
On the neighboring island of Aruba 
p.c | “ an American-owned refinery, also 
one of the largest in the world, com- 
pleted in 1929, and another big refinery 
8 f ned by a British-Dutch company. 
) All three are going full blast, with 
| iggregate production records surpass- 
J v4 ing billions of barrels. If expansion plans 
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noon 


work out, and Venezuela’s output keeps 
| skyrocketing as it has in the last few 
| Years, Curacao may turn out to be the 
P biggest filling station in the world. 


iGTON B. 


S. R. 
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| * 77 years, M. & St. | ie ee 


has been the nickname of the Minneapolis 
& St. Louis Railway, an important road which networks rich 
agricultural and industrial areas of the Great Midwest. 

Today, M. & St. L. symbolizes also the Modern and Stream- 
Lined transportation which that railroad provides in Minnesota, 


South Dakota, Iowa and Illinois 


For Agriculture and Industry 


For Shippers and Receivers of Freight 
For Connecting Lines, via Major Traffic Gateways 


With fleets of Diesel locomotives, newest of which is the 
No. 348 in the picture, and of new freight cars, the M. & St. L. 
is truly a road of Modern and Stream-Lined Service. 








te Minneapolis & St. Louis Xaclway 
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Whispers. 


Argentina’s Price-Cut Policy . .. Party to Forgive 
Senator Maybank? . . . Spotlight on Adlai Stevenson 


Mr. Truman is not so sure as he was 
a few days ago that, in building his 
official family for the new term, he 
wants to make a clean break with 
the Wall Street group that has been so 
prominent in shaping policies of the 
recent past. The President finds that 
pressures coming from many direc- 
tions make his personnel problem 
very complicated. 


x * * 


George Marshall is being asked to 
stay on as Secretary of State in the 
new Truman term. If Mr. Marshall 
remains long, however, the price is ex- 
pected to be an assurance that some 
personnel changes Mr. Truman has 
planned will be delayed or avoided. 


kkk 


James Forrestal, Defense Secretary, 
is a bit less insecure in his position 
than he was a few days ago. President 
Truman is finding objection among 
his close advisers to selection of Louis 
Johnson, former Assistant Secretary 
of War, as a successor to Mr. For- 
restal. 


xk k 


Philip Murray, CIO president, still 
is to enjoy less power and prestige 
around the White House than he had 
during the Roosevelt Administration. 
Mr. Truman's favorite labor leader is 
George M. Harrison, president of the 
Brotherhood of Railway Clerks. 


xk *k *& 


John Snyder, Treasury Secretary, is 
not joining enthusiastically with those 
officials around the White House who 
are urging enactment of an excess- 
profits tax for peacetime use. Mr. 
Snyder inclines to a more conserva- 
tive approach to tax-making policy. 


xk k 


The President is to get no more than 
lukewarm support, if that, from his 
leaders in Congress when he offers a 
plan to tax “excess” profits. Sam Ray- 
burn, House Speaker; Robert Dough- 
ton, Ways and Means chairman; AI- 
ben Barkley, Vice President-elect, and 
Senator Walter George, Finance 
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Committee chairman, all are either 
opposed or extremely lukewarm to 
the idea of an excess-profits tax. 


kkk 


Senator Burnet Maybank, of South 
Carolina, who walked a tightrope be- 
tween the Dixiecrats and President 
Truman in the last campaign, is to 
be accepted back into the Democratic 
fold with mixed feelings. The White 
House is inclined to deal kindly with 
the South Carolina Senator who 
would be chairman of the powerful 
Banking and Currency Committee if 
ailing Senator Robert Wagner should 
retire. Next in line after Mr. Maybank 
stands Senator Glen Taylor, of “Gid- 
eon’s army.” 


kkk 


Adlai Stevenson, 48, Governor-elect 
of Illinois, who swept that State with 
a plurality of more than 500,000 
votes, is being eyed by king makers 
in the Democratic Party as a comer. 
Mr. Stevenson, grandson of a former 
Vice President, made a record in war- 
time Government jobs that attracted 
White House attention. 


xk 


William O. Douglas, Supreme Court 
Justice, is getting his name before the 
public early in the race for the 1952 
Democratic presidential nomination. 
Justice Douglas, who turned down a 
chance for No. 2 place on the 1948 
Truman ticket, is in line for CIO 
backing for No. 1 place next time. He 
also is being boomed as a successor to 
Secretary of State George Marshall, 
if Mr. Marshall does retire. 


x kek 


It is Mr. Truman himself who is hav- 
ing Democratic leaders pass out the 
word that “business has nothing to be 
afraid of” in his new Administration. 
Top economic advisers are telling the 
President there are signs that fear in 
business is causing hesitation in future 
commitments. 


xk kk 


The New Deal wing of Senators is 
talking up a continuing investigation 


of lobbying as a means of relieyig 
some pressures on members of Cy 
gress from groups that might not [ik 
what Congress plans to do. 


xk *& 


Charles McCabe, Federal Rese 

Board Chairman; Marriner Eccl 
Reserve Board member, and othe 
who have a hand in shaping the Goy, 
ernment’s money policies are in fayg 
of moving very slowly on further coy 
trols over credit. The feeling is t 

maybe deflation now will get the y 
per hand over inflation on its ¢ 

accord without more controls. 


x * & 


' James Webb, Budget Director, is ; 


trouble with his effort to hold the m 

itary services to a program of planne 
expenditures below $15,000,000, 
for the year that will start next ] 

1. With any sign of a setback in busi 
ness, Mr. Truman is expected tt 
weaken in his determination to back 
up the Bureau of the Budget in it 
effort to restrain the Army, Navy and 
Air Force in their demands for money, 
Services want at least $17,500,000,000 


xkx*k 


Chiang Kai-shek is_ expected, ff 
pressed hard enough by the Commu 
nists, to give assurances that U.§, 
advisers and administrators will 1 
permitted to have a major voice it 
controlling the use of military an 
material aid that China might get i 
the future. ? 


xk 


Juan Per6én, Argentina’s President, i 
agreeing to price cuts on Argentine 
products that are opening the way 
use of Marshall Plan dollars to f 
nance exports to Denmark, Franc) 
Italy, Norway and Germany. 


xk tk 


Ernest Bevin, Britain’s Foreign Mim) 
ister, is not one of those who rejoice 
in the election of Mr. Truman. Mb 
Bevin blames the U.S. President f 
many of Britain’s troubles in the Mid 
dle East, where Palestine’s futures 
a continuing issue. 
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